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AGENCY:  Office  of  Education,  HEW. 

ACTION:  Notice  of  Proposed  Rule- 
making. 

SUMMARY:  The  Commissioner  of 
Education  proposes  to  issue  technical 
amendments  to  the  Basic  Ecucational 
Opportunity  Grant  regulations  to 
define  more  clearly  the  administration 
of  the  program,  and  to  implement  the 
requirements  mandated  by  the  Educa¬ 
tion  Amendments  of  1976.  The  pro¬ 
posed  rule  revises  and  consolidates  all 
existing  program  regulations  other 
than  those  contained  in  the  Family 
Contribution  Schedules. 

DATES:  Comments  must  be  received 
on  or  before  June  14,  1978. 

Public  hearings  will  be  held  in  three 
cities  at  the  dates  and  times  listed 
below: 

May  31,  1978,  Washington,  D.C.,  9 
a.m.  to  4  p.m. 

June  2, 1978,  Chicago,  Ill.,  9  a.m.  to 
4  p.m. 

June  5,  1978,  San  Francisco,  Calif., 
9  a.m.  to  4  p.m. 

ADDRESS:  Written  comments  should 
be  sent  to  Mr.  William  Moran,  Acting 
Chief,  Basic  Grants  Policy  Section,  Di¬ 
vision  of  Policy  and  Program  Develop¬ 
ment,  ROB-3,  Room  4923,  400  Mary¬ 
land  Avenue  SW.,  Washington,  D.C. 
20202.  Comments  will  be  available  for 
public  inspection  at  the  above  address, 
between  8:30  a.m.  and  4  p.m.,  Monday 
through  Friday  (except  Federal  holi¬ 
days). 

The  public  hearings  will  be  held  at 
the  following  locations: 

May  31,  1978,  Regional  Office 
Building— 3.  GSA  Auditorium,  7th 
and  D  Streets  SW.,  Washington, 
D.C.,  9  a.m.  to  4  p.m. 

June  2,  1978,  Illinois  Institute  of 
Technology,  3241  South  Federal 
Street,  Hermann  Hall,  Chicago,  Ill., 
9  a.m.  to  4  p.m. 

June  5,  1978,  University  of  San 
Francisco,  Student  Center,  2130 
Fulton  Street,  San  Francisco,  Calif., 
9  a.m.  to  4  p.m. 

FOR  FURTHER  INFORMATION 
CONTACT: 

William  Moran,  202-245-1744. 

SUPPLEMENTARY  INFORMATION: 
These  proposed  amendments  are  being 
submitted  for  public  comment.  The 
final  regulations  resulting  from  this 
notice  of  proposed  rulemaking  are  ex¬ 
pected  to  be  in  effect  for  the  1978-79 
award  period. 


Explanation  of  Need  for 
Regulations 

The  following  proposed  rules  revise 
and  consolidate  the  Basic  Grant  Pro¬ 
gram  regulations  with  the  exception 
of  the  Family  Contribution  Schedules 
which  are  revised  and  published  annu¬ 
ally.  These  regulations  provide  for  the 
administration  of  the  Program,  ensur¬ 
ing  a  standardized  process  by  which  a 
student’s  Basic  Grant  award  is  calcu¬ 
lated  and  disbursed.  In  establishing 
the  Basic  Grant  Program  as  a  formula 
program  based  on  an  entitlement  con¬ 
cept,  the  Congress  intended  as  one  of 
its  major  characteristics  a  consistent 
treatment  of  all  applicants  regardless 
of  the  institution  a  student  chooses  to 
attend.  While  the  amount  and  types  of 
financial  aid  the  student  receives  from 
other  programs  might  vary  depending 
upon  the  availability  of  funds  at  a  par¬ 
ticular  institution  an(i  the  financial 
aid  officer’s  judgment  concerning  the 
student’s  need,  the  student  can  be  as¬ 
sured  that  the  determination  of  eligi¬ 
bility  for  a  Basic  Grant  is  made  in  pre¬ 
cisely  the  same  manner  for  every  ap¬ 
plicant. 

In  revising  these  regulations,  a 
number  of  objectives  have  been  estab¬ 
lished.  The  first  objective  is  to  make 
the  regulations  more  easily  under¬ 
stood.  All  of  the  existing  regulations 
have  been  consolidated  and  many  have 
been  rewritten  and  reorganized,  not 
because  of  a  change  in  concept,  but  for 
logical  coherence  and  clarification. 
Secondly,  the  applicable  provisions  of 
the  Education  Amendments  of  1976 
have  been  incorporated.  The  third  ob¬ 
jective  has  been  to  respond  to  prob¬ 
lems  in  program  operation  which  pro¬ 
gram  experience  has  indicated  are  not 
sufficiently  addressed  in  current  regu¬ 
lations.  Final  regulations  resulting 
from  this  proposed  rule  will  supercede 
the  administrative  and  technical  regu¬ 
lations  published  in  the  Federal  Reg¬ 
ister  on  November  6,  1974,  December 
2, 1974,  and  August  10, 1976. 

Amendments  have  been  made  in  the 
administration  of  payments  to  prevent 
program  abuse  both  by  institutions 
and  student  recipients.  These  provi¬ 
sions  have  been  developed  in  an  effort 
to  achieve  a  balance  between  good  pro¬ 
gram  control  and  an  administration  of 
the  program  which  would  not  be 
overly  burdensome  to  the  institution. 

It  is  important  to  note  that  these 
regulations  apply  only  to  the  Basic 
Grant  Program.  However,  there  are 
other  regulations  which  affect  all  Fed¬ 
eral  student  financial  assistance  pro¬ 
grams,  including  Basic  Grants  which 
must  also  be  complied  with  by  admin¬ 
istrators  of  the  program.  The  Students 
Consumer  Information  Services  regu¬ 
lations  (45  CFR  Part  178)  were  pub¬ 
lished  on  December  1,  1977  as  final 
regulations.  Other  regulations  cur¬ 
rently  being  developed  are:  Procedures 
for  Determining  Institutional  Eligibil¬ 


ity  and  Recognizing  National  Accredit¬ 
ing  Bodies  and  State  Agencies  (45  CFR 
Part  149)  and  General  Provisions  Re¬ 
lating  to  Student  Assistance  Programs 
(45  CFR  Part  168). 

A  detailed  description  of  the 
changes  and  amendments  to  the  Basic 
Grant  regulations  is  given  below,  orga¬ 
nized  by  subpart. 

Subpart  A 

Subpart  A  sets  forth  the  purpose  of 
the  program,  the  definitions  of  the 
terms  used  throughout  the  regula¬ 
tions,  and  the  eligibility  criteria  for 
students  and  for  institutions. 

Most  of  the  revisions  and  expansions 
of  the  definitions  included  in  this  sub¬ 
part  are  of  a  minor  technical  nature  in 
tended  for  the  sake  of  clarity  and 
specificity,  and,  as  such,  do  not  neces¬ 
sitate  discussion.  Several,  however, 
warrant  comment. 

In  an  effort  to  standardize  the  lan¬ 
guage  used  by  programs  in  the  Bureau 
fo  Student  Financial  Assistance,  the 
following  terms  are  proposed  to  sup¬ 
plant  current  usage.  In  place  of  the 
Current  term  “academic  year,”  the 
term  “award  period”  is  proposed  to  de¬ 
scribe  the  period  of  time  from  July  1 
of  one  year  to  June  30  of  the  subse¬ 
quent  year.  “Award  period”  was  select¬ 
ed  because  it  is  the  term  used  for  this 
twelve  month  interval  in  the  three 
campus-based  programs  (Supple 
mental  Educational  Opportunity 
Grant,  College  Work-Study  and  Na¬ 
tional  Direct  Student  Loan)  and  in  the 
regulations  concerning  Student  Con¬ 
sumer  Information  services. 

It  is  also  proposed  to  supplant  the 
current  term  “school  year”  with  the 
term  “academic  year.”  The  proposed 
definition  of  “academic  year”  would 
establish  the  amounts  of  academic 
work  for  which  a  student  must  enroll 
within  an  award  period  in  order  to  re¬ 
ceive  a  full  Basic  Grant  award.  At  in¬ 
stitutions  under  a  credit  hour  system, 
an  academic  year  would  mean  an  in¬ 
terval  equal  to  the  length  of  two  se¬ 
mesters,  two  trimesters  or  three  quar¬ 
ters. 

At  institutions  using  a  clock  hour 
system  of  measuring  academic  pro¬ 
gress,  an  academic  year  is  measured  in 
terms  of  the  number  of  clock  hours 
designated  by  the  institution  to  be 
completed  within  the  period  of  an  aca¬ 
demic  year,  to  be  a  minimum  of  900 
clock  hours.  A  student  is  eligible  to  re¬ 
ceive  a  portion  of  a  full  award  based 
on  the  number  of  clock  hours  complet¬ 
ed  divided  by  the  number  of  clock 
hours  a  full-time  student  would  com¬ 
plete  during  an  academic  year. 

In  the  course  of  the  program’s  exis¬ 
tence,  instances  of  program  abuse 
have  surfaced  which  indicated  a  need 
to  define  “payment  period.”  A  pay¬ 
ment  period  is  the  unit  used  to  divide 
a  student’s  Basic  Grant  for  an  award 
period  into  segments  of  an  academic 
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year.  Although  a  student’s  Basic 
Grant  is  applicable  for  an  entire  award 
period,  the  disbursement  of  these 
funds  is  divided  into  at  least  two  equal 
disbursements  (one  each  payment 
period)  so  as  to  minimize  abuse  of  the 
program  by  students  and  institutions. 
The  amount  the  students  should  re¬ 
ceive  for  each  payment  period  is  based 
upon  the  amount  of  work  expected  to 
be  accomplished  by  that  student  for 
that  portion  of  the  award  period. 

For  institutions  using  clock  hours  to 
measure  progress,  the  Office  of  Educa¬ 
tion  is  proposing  two  possible  defini¬ 
tions  of  payment  period  and  is  solicit¬ 
ing  public  comments  on  both.  The  pro¬ 
posed  definition  of  payment  period  at¬ 
tempts  to  ensure  that  a  student, 
before  being  paid  for  additional  course 
work,  will  have  competed  the  work  for 
which  the  student  has  already  re¬ 
ceived  Basic  Grant  assistance.  As  de¬ 
scribed  below,  these  proposal  are  in¬ 
tended  to  eliminate  a  potential  area  of 
program  abuse  which  exists  under  cur¬ 
rent  regulations. 

The  difference  between  the  two  pro¬ 
posals  can  be  summarized  as  follows: 
The  first  definition  describes  a  pay¬ 
ment  period  as  a  fixed  number  of 
clock  hours  to  be  completed  within  a 
flexible  period  of  time.  The  length  of 
the  payment  period  would  expand  or 
contract  to  correspond  with  the  actual 
length  of  time  required  by  the  student 
to  complete  those  clock  hours.  The 
second  definition  describes  a  payment 
period  as  a  fixed  period  of  time.  The 
student  is  paid  at  the  beginning  of  the 
period  for  the  clock  hours  expected  to 
be  finished  during  that  period.  If,  at 
the  end  of  the  period  of  time,  the  stu¬ 
dent  has  not  completed  that  amount 
of  work,  the  student’s  award  for  the 
subsequent  payment  period  will  be  ad¬ 
justed. 

The  first  definition  (appearing  in 
§  190.2a(d)  of  the  proposed  regula¬ 
tions)  defines  a  payment  period  as 
being  one-half  of  the  student’s  course 
work  within  an  award  period.  At  the 
beginning  of  a  student’s  enrollment 
for  an  award  period,  the  institution 
would  determine  the  number  of  clock 
hours  the  student  can  be  expected  to 
complete  during  the  academic  year 
within  the  award  period,  and  then  cal¬ 
culate  and  disburse  the  student’s 
award  for  the  first  half  of  that  aca¬ 
demic  year.  The  second  payment 
period  for  the  student  would  begin 
only  after  the  student  had  completed 
the  academic  work  required  during  the 
first  payment  period  for  which  that 
student  had  been  paid.  The  second 
payment  period  would  be  based  upon 
the  number  of  clock  hours  the  student 
is  expected  to  complete  up  to  the  end 
of  the  academic  year  or  the  award 
period.  A  payment  period  might 
extend  into  the  subsequent  award 
period,  that  is,  up  to  the  time  the  stu¬ 
dent  actually  completes  the  academic 


work  for  which  the  student  has  been 
paid.  This  method  would  reduce  a  po¬ 
tential  for  program  abuse  that  exists 
under  current  regulations  when  a  stu¬ 
dent  enrolls  for,  and  is  paid  on  the 
basis  of,  a  certain  enrollment  status 
but  fails  to  complete  the  number  of 
hours  which  should  have  been  com¬ 
pleted  at  that  enrollment  status. 

Under  current  regulations,  at  the 
time  the  second  half  of  that  student’s 
academic  year  begins,  the  student  is 
paid  once  again  on  the  basis  of  the 
number  of  hours  for  which  the  stu¬ 
dent  enrolls,  regardless  of  the  amount 
of  academic  work  actually  completed 
during  the  first  half  of  the  academic 
year.  The  proposed  definition,  includ¬ 
ed  in  §  190.2a,  stipulates  that  the  stu¬ 
dent  enrolled  in  a  program  in  which 
progress  is  measured  in  terms  of  clock 
hours  would  not  receive  another  pay¬ 
ment  until  the  student  had  completed 
the  academic  work  for  which  the  stu¬ 
dent  had  already  been  paid. 

Under  the  alternate  definition  pro¬ 
posed  here  for  public  comment,  but 
not  set  forth  in  §  190.2a,  an  award 
period  would  be  divided  into  two  equal 
payment  periods  of  a  fixed  length  of 
time.  A  student’s  second  disbursement 
would  be  made  on  a  given  date,  rather 
than  when  the  student  actually  com¬ 
pletes  the  work  for  which  the  student 
has  been  paid,  as  in  the  system  pro¬ 
posed  above.  However,  under  this  al¬ 
ternate  proposal,  at  the  time  of  the 
disbursement  for  the  second  payment 
period,  the  student  would  receive  the 
full  amount  of  the  second  disburse¬ 
ment  only  if  the  student  had  complet¬ 
ed  the  clock  hours  for  which  the  stu¬ 
dent  had  been  paid  in  the  first  pay¬ 
ment  period. 

If  the  student  had  not  completed 
the  appropriate  number  of  clock 
hours,  the  second  disbursement  would 
be  adjusted  to  reflect  the  actual 
amount  of  work  which  will  be  complet¬ 
ed  during  the  award  period.  Under  the 
proposed  alternate  definition  the  stu¬ 
dent’s  award  would  be  adjusted  in  the 
following  manner  to  accommodate  any 
overpayment  which  occurred  in  the 
first  payment  period: 

1.  Multiply  the  amount  disbursed  during 
the  first  payment  period  by  the  following 
fraction: 

Hours  for  which  paid,  but  not  completed 
during  payment  period,  divided  by 
Hours  scheduled  to  be  completed  for  the 
payment  period 

and, 

2.  Subtract  the  amount  arrived  at  in  Step 
1  from  the  amount  of  the  second  disburse¬ 
ment  to  adjust  the  year’s  award. 

For  example,  on  July  1,  a  student 
enrolls  in  a  900  clock  hour  program, 
registering  for  25  hours  of  training  per 
week.  The  institution  disburses  one- 
half  of  the  student’s  Scheduled 
Award.  Eighteen  weeks  later  the 
second  payment  period  begins  and  the 


student  is  eligible  for  an  additional 
payment.  If  the  student  had  main¬ 
tained  the  original  schedule  and  com¬ 
pleted  450  hours,  the  student  would 
receive  the  second  half  of  the  Sched¬ 
uled  Award.  However,  the  student  has 
not  completed  50  of  the  450  hours  for 
which  the  student  has  been  paid  and 
the  second  half  of  the  Scheduled 
Award  must  be  adjusted  to  reflect  the 
overpayment  in  the  first  payment 
period.  The  second  disbursement  is 
calculated  by  multiplying  the  amount 
of  the  first  disbursement  by  50/450 
and  subtracting  that  amount  from  the 
second  half  of  the  Scheduled  Award. 

Comment  is  solicited  on  both  the 
proposed  definition  set  forth  in 
§  190.2a  and  the  alternate  proposal. 

The  proposed  definition  of  “institu¬ 
tion  of  higher  education”  (§  190.3)  has 
been  amended  to  include  the  provision 
in  Section  1201(a)  of  the  Higher  Edu¬ 
cation  Act  of  1965  which  allows  eligi¬ 
ble  public  and  other  non-profit  institu¬ 
tions  to  admit  as  regular  students  not 
only  high  school  graduates  but  also 
other  persons  who  are  beyond  the  age 
of  compulsory  school  attendance  in 
the  state  in  which  the  institution  is  lo¬ 
cated  and  who  have  the  ability  to 
benefit  from  the  training  offered  by 
the  institution.  The  wording  of  the 
definition  is  consistent  with  that  for 
other  Title  IV  programs. 

Through  the  statutory  definition  of 
"institution  of  higher  education,”  the 
Congress  has  provided,  as  a  minimum, 
certain  requirements  that  an  institu¬ 
tion  must  meet  in  order  to  participate 
in  Federal  student  assistance  pro¬ 
grams.  The  proposed  definition  of  “eli¬ 
gible  program”  (§  190.2a)  establishes  a 
parallel  with  the  statutory  institution¬ 
al  eligibility  requirements  for  each  of 
the  categories  of  postsecondary  insti¬ 
tutions:  (1)  proprietary,  and  (2)  public 
or  other  non-profit  institutions  of 
higher  education  and  vocational 
schools.  Most  noteworthy  of  these  re¬ 
quirements  is  the  minimum  program 
length.  An  eligible  program  at  a  pro¬ 
prietary  institution  must  include  at 
least  16  semester  or  trimester  hours  or 
24  quarter  hours,  or  600  clock  hours  of 
supervised  training.  On  the  other 
hand,  an  eligible  program  at  a  public 
or  other  non-profit  institution  of 
higher  education  or  vocational  school 
must  include  at  least  24  semester  or 
trimester  hours  or  36  quarter  hours,  or 
900  clock  hours  of  instruction. 

Under  §  190.7,  "Institutional  Eligibil¬ 
ity,”  an  institution  may  pay  a  student 
only  in  the  payment  period  during 
which  the  institution  becomes  eligible, 
rather  than  retroactively  for  the 
entire  year  during  which  the  institu¬ 
tion  becomes  eligible  as  is  permitted 
under  the  current  policy.  Similarly,  if 
an  institution  becomes  ineligible,  the 
institution  may  pay  the  student  only 
to  the  end  of  the  payment  period  in 
which  the  institution  loses  its  eligibil¬ 
ity. 
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The  situation  in  which  a  student  is 
enrolled  in  both  regular  and  corre¬ 
spondence  course  work  is  addressed  in 
§  190.9,  “Determination  of  Enrollment 
Status  under  Special  Circumstances.” 
This  proposed  rule  is  intended  to  en¬ 
compass  “outreach  programs,”  offered 
by  many  institutions  of  higher  educa¬ 
tion,  which  may  involve  correspon¬ 
dence  work  or  educational  aids  such  as 
television,  in  a  relatively  unsupervised 
student  learning  process. 

“Institutional  Administrative 

Allowance”  (§  190.10)  implements  sec¬ 
tion  411(d)  of  the  Higher  Education 
Act  of  1965,  providing  an  administra¬ 
tive  allowance  of  up  to  $10  per  Basic 
Grant  recipient  each  award  period  to 
institutions  participating  in  the  Basic 
Grant  Program.  This  allowance  is  to 
be  used  first  to  comply  with  the  Stu¬ 
dent  Consumer  Information  regula¬ 
tions  set  forth  in  45  CFR,  Part  178. 
and  then  for  other  administrative 
costs  of  Title  IV  Programs.  The 
amount  of  an  institution’s  allowance  is 
contingent  upon  the  amount  of  funds 
appropriated  for  this  purpose  by  Con¬ 
gress.  The  amount  an  institution  will 
receive  will  be  based  upon  the  number 
of  Basic  Grant  recipients  enrolled  at 
the  institution  during  the  previous 
award  period. 

Subpart  B 

This  subpart  establishes  and  defines 
the  application  procedures  for  Basic 
Grants. 

The  proposed  amendments  regard¬ 
ing  the  application  were  rewritten  for 
increased  clarity.  Section  190.11  in¬ 
cludes  an  additional  technical  provi¬ 
sion  that  the  address  provided  on  the 
application  must  be  that  of  the  appli¬ 
cant.  An  institutional  address  may  be 
used  only  if  the  student  resides  at  the 
institution. 

Section  190.15  provides  for  an  exten¬ 
sion  of  the  annual  deadline  for  cor¬ 
recting  financial  information  on  an  ap¬ 
plication  if  the  Commissioner  has  re¬ 
quested  documentation  to  verify  that 
information.  This  provision  is  part  of 
the  Office  of  Education’s  efforts  to 
curb  program  abuse  by  establishing 
procedures  to  verify  an  applicant’s  eli¬ 
gibility  when  there  is  documentation 
that  financial  information  provided  on 
the  application  form  is  not  accurate. 

Section  190.16  addresses  requests  for 
recomputation  of  the  expected  family 
contribution  because  of  extraordinary 
circumstances.  These  extraordinary 
circumstances  are  the  conditions 
under  which  an  applicant  is  permitted 
to  file  a  Supplemental  Form.  They  are 
set  forth  in  Sections  190.39  and  190.48 
which  are  part  of  the  annual  Family 
Contribution  Schedules. 

Subpart  E 

This  subpart  establishes  the 
allowances  for  the  costs  of  attendance 
for  students  eligible  for  Basic  Grants. 


Subpart  E  was  reorganized  to  simplify 
the  identification  of  educational  costs. 

Section  190.52  was  derived  from 
190.51(d)  of  the  current  regulations  to 
deal  specifically  with  costs  of  attend¬ 
ance  for  students  engaged  in  corre¬ 
spondence  courses.  Tuition  and  fee 
charges  to  be  included  are  the  actual 
amounts  charged  for  a  full  academic 
year.  Room  and  board  charges  in¬ 
curred  specifically  to  fulfill-  a  required 
period  of  residential  training  may  be 
considered  a  part  of  the  cost  of  attend¬ 
ance. 

Section  190.53  was  added  for  the 
purpose  of  defining  costs  of  attend¬ 
ance  for  students  whose  program 
length  exceeds  the  length  of  the  aca¬ 
demic  year  for  institutions  mesuring 
progress  interms  of  the  clock  hour  sys¬ 
tems.  The  following  paragraphs  ex¬ 
plain  the  method  of  determining  the 
allowable  costs  in  calculating  the  costs 
of  attendance. 

When  determining  allowable  costs  in 
this  case,  institutional  charges,  includ¬ 
ing  tuition,  fees,  and,  when  appropri¬ 
ate,  room  and  board,  for  the  full  pro¬ 
gram  should  be  multiplied  by  the  fol¬ 
lowing  fraction: 

Clock  hours  in  academic  year  divided  by 
Clock  hours  in  program 

This  procedure  results  in  a  cost  of 
education  which  has  been  prorated  for 
the  length  of  the  academic  year.  For 
example,  if  an  institution  charges 
$1,000  tuition  and  fees  for  a  1,200  hour 
program  with  a  900  hour  academic 
year  (900/1,200  x  $1,000=$750)  $750 
would  be  added  to  the  standard 
allowances  for  room  and  board  and 
miscellaneous  expenses  in  determining 
the  student’s  cost  of  attendance. 

When  institutional  charges  include 
room  and  board,  the  same  procedures 
are  used.  For  example,  in  the  case  of 
an  institution  which  charges  $2,400  for 
tuition,  fees,  room  and  board  for  a 
1,500  hour  program  with  a  1,000  hour 
academic  year  (1,000/1,500  x 
$2,400 =$1,600)  $1,600  would  be  added 
to  the  $400  allowance  for  miscella¬ 
neous  expenses  in  determining  the  stu¬ 
dent’s  cost  of  education. 

Section  190.51(e)  of  the  current  reg¬ 
ulations  regarding  costs  of  attendance 
for  incarcerated  students,  has  been 
rewritten  and  amended  as  §  190.54. 
The  tuition  and  fees  which  are 
charged  to  a  full-time  student  for  a 
full  academic  year  in  the  same  pro¬ 
gram  are  the  allowable  costs  to  be 
used  in  determining  the  cost  of  educa¬ 
tion  for  incarcerated  students.  In  addi¬ 
tion  to  revising  the  former  regulation 
for  clarity,  the  amendments  address 
the  situation  in  which  an  incarcerated 
student  is  a  resident  of  a  halfway 
house,  or  a  participant  in  restricted 
parole  or  some  other  type  of  rehabili¬ 
tative  program.  In  this  instance,  if  less 
than  one-half  of  room  and  board  ex¬ 
penses  are  provided  by  the  agency  in¬ 


volved,  the  student  will  have  the  same 
cost  of  education  allowances  as  a  stu¬ 
dent  who  is  not  incarcerated.  The  de¬ 
termination  of  whether  the  incarcer¬ 
ation  facility  provides  more  than  one- 
half  of  the  student’s  room  and  board 
expenses  is  made  by  the  financial  aid 
officer. 

The  cost  of  attendance  for  students 
enrolled  in  the  U.S.  Armed  Forces 
Academies  is  defined  in  §  190.55.  For 
purposes  of  this  part,  students  en¬ 
rolled  in  the  U.S.  Military  Academy, 
the  U.S.  Naval  Academy,  the  U.S.  Air 
Force  Academy  or  the  U.S.  Coast 
Guard  Academy  have  no  cost  of  at¬ 
tendance,  and  are  therefore  not  eligi¬ 
ble  for  Basic  Grant  assistance. 

Subpart  F 

In  addition  to  several  minor  techni¬ 
cal  adjustments,  the  regulations  con¬ 
cerning  the  determination  of  Basic 
Grant  awards  incorporate  substantive 
changes.  In  the  former category, 
§  190.61,  “Submission  of  SER  for  Re¬ 
ceipt  of  a  Basic  Grant — Cut  Off 
Dates,”  has  been  expanded  by  incorpo¬ 
rating  8  190.76  from  Subpart  G  of  the 
current  regulations.  This  change  was 
made  in  an  attempt  to  arrange  the 
regulations  in  a  more  logical  fashion 
so  that  the  reader  might  more  easily 
locate  a  particular  item. 

The  regulations  have  been  revised  to 
reflect  more  accurately  the  enrollment 
status  of  part-time  students  and  to  pay 
them  accordingly.  The  legislation  gov¬ 
erning  the  program  requires  that  a 
student  may  be  enrolled  on  at  least  a 
half-time  basis  to  receive  a  Basic 
Grant.  Currently  program  regulations 
define  students  as  either  full-time, 
three-quarter-time  or  half-time.  A  stu¬ 
dent  enrolled  for  more  credits  than 
the  amount  needed  to  be  considered 
half-time  but  less  than  the  amount 
needed  to  be  considered  three-quarter¬ 
time  is  considered  a  half-time  student 
and  receives  an  award  computed  as 
one-half  of  the  amount  of  full-time 
student  would  receive.  Similarly,  a  stu¬ 
dent  enrolled  in  a  less  than  full-time 
but  more  than  three-quarter  time 
status  is  considered  as  three-quarter- 
time  for  Basic  Grant  purposes  and  re¬ 
ceives  an  award  computed  as  three- 
quarters  of  the  amount  of  full-time 
student  would  receive. 

Under  the  proposed  rule  eligible  stu¬ 
dents  who  are  enrolled  on  a  less  than 
full-time  basis  will  no  longer  be  divid¬ 
ed  into  only  two  part-time  categories. 
Rather,  the  Commissioner  is  propos¬ 
ing  that  a  student’s  status  as  part-time 
will  reflect  the  exact  degree  that  the 
student's  enrollment  is  related  to  full¬ 
time  enrollment  status. 

The  purpose  of  this  change  is  to  pro¬ 
vide  greater  equity  for  part-time  stu¬ 
dents.  Under  the  proposed  rule  an 
award  will  bear  a  direct  relationship  to 
the  student’s  academic  course  load. 
With  this  approach  the  institution  will 
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need  only  a  full-time  payment  sched¬ 
ule  for  calculating  awards  under  the 
Basic  Grant  Program.  The  half-time 
and  three-quarter-time  payment 
schedules  will  no  longer  be  required. 

At  those  institutions  which  use  tra¬ 
ditional  academic  intervals,  a  student’s 
award  for  a  payment  period  would  be 
determined  by  dividing  the  Schedule 
Basic  Grant  award  by  the  number  of 
payment  periods  in  a  school  year  and 
multiplying  that  amount  by  the  credit 
hours  in  the  payment  period  divided 
by  the  credit  hours  a  full-time  student 
would  take  in  a  payment  period.  For 
example,  a  student  taking  11  credit 
hours  a  term  at  an  institution  which 
considers  12  hours  per  term  full-time, 
would  receive  *Vi*  of  the  Scheduled 
Basic  Grant  award  divided  by  the 
number  of  terms  in  the  academic  year. 
Clock  hour  system  institutions  would 
determine  a  student’s  award  for  a  pay¬ 
ment  period  by  multiplying  the  Sched¬ 
uled  Basic  Grant  award  by  the  clock 
hours  in  the  payment  period  divided 
by  the  number  of  clock  hours  in  the 
academic  year.  For  example,  in  a  900 
clock  hour  program  in  which  600  clock 
hours  will  be  completed  before  the 
close  of  the  award  period,  the  first 
payment  period  would  consist  of  one- 
half  of  the  number  of  hours  to  be 
completed  within  the  award  period 
(300).  The  student  should  received 
300/900  or  one-third  of  the  Schedule 
Basic  Grant  Award  for  that  payment 
period. 

“Attendance  at  more  than  one  insti¬ 
tution  during  an  award  period— trans¬ 
fer  student,”  §  190.66,  is  the  result  of 
combining  two  points  with  the  current 
§  190.83.  When  the  institution  is  veri¬ 
fying  the  amounts  of  aid  received 
under  the  National  Direct  Student 
Loan  Program  in  order  to  insure  that 
the  aggregate  amount  the  student  re¬ 
ceives  under  NDSLP  does  not  exceed 
the  statutory  limitation  of  $2,500  for  a 
two  year  degree  or  $5,000  for  a  bache¬ 
lor’s  degree,  and,  ascertaining,  under 
the  Supplemental  Education  Opportu¬ 
nity  Grant  Program,  whether  a  stu¬ 
dent  is  in  the  initial  or  continuing  cat¬ 
egory  for  such  aid,  Basic  Grant  award 
information  should  be  obtained  at  the 
same  time  from  the  student.  It  should 
be  noted  that  the  proposed  regulations 
governing  administrative  standards  (45 
CFR  Part  168)  which  will  be  published 
shortly  specifically  addresses  institu¬ 
tional  responsibility  regarding  the  re¬ 
questing  and  forwarding  of  financial 
aid  transcripts  for  students.  When  the 
institution  becomes  aware  of  the 
amount  of  Basic  Grant  money  that 
the  student  has  received,  the  Basic 
Grant  award  at  the  new  school  must 
be  adjusted  if  necessary  to  ensure  that 
the  student  does  not  exceed  the  high¬ 
est  Scheduled  Basic  Grant  Award  for 
the  award  period  for  which  the  stu¬ 
dent  is  eligible.  If  the  student  does  re¬ 
ceive  more  than  that  amount,  the  stu¬ 


dent  will  be  required  to  repay  that 
amount  which  is  in  excess  of  the  stu¬ 
dent’s  highest  Scheduled  Basic  Grant 
Award. 

Section  190.67,  “Study  by  Correspon¬ 
dence,”  has  been  added  to  formalize 
the  method  of  determining  an  award 
for  students  engaged  in  such  study. 

Subpart  G 

This  subpart  concentrates  on  the  ad¬ 
ministration  of  grant  payments  to  stu¬ 
dents  by  institutions  within  the  Regu¬ 
lar  Disbursement  System.  It  has  been 
extensively  rewritten  and  expanded  to 
accommodate  several  areas  of  special 
concern  that,  as  the  recent  history  of 
the  program’s  operation  indicates, 
have  not  been  adequately  addressed. 
Many  of  the  current  regulations 
merely  required  expansion  and  reorga¬ 
nization.  Also,  additional  rules  were 
developed  for  some  aspects  of  the  op¬ 
eration  of  the  program  in  order  to  pre¬ 
vent  potential  or,  in  some  cases,  actual 
sources  of  program  abuse  by  institu¬ 
tions  and  students. 

Over  the  past  several  years  some  in¬ 
stitutions  have  demonstrated  that 
they  were  not  capable  or  properly  ad¬ 
ministering  the  disbursement  of  Basic 
Grant  funds  under  the  Regular  Dis¬ 
bursement  System.  As  a  result,  the 
Commissioner  terminated  each  of 
those  school’s  Agreement  in  order  to 
protect  both  the  interests  of  the  gov¬ 
ernment  and  the  students  attending 
those  institutions.  Therefore,  §  190.73 
is  to  formalize  the  process  of  termina¬ 
tion.  This  section  provides  for  that  ter¬ 
mination  upon  thirty  days  notice  from 
the  Commissioner,  unless  the  Commis¬ 
sioner  determines  that  a  notice  of 
shorter  duration  is  necessary  to  pre¬ 
vent  the  likelihood  of  substantial  loss 
of  funds. 

Students  who  are  enrolled  in  an  in¬ 
stitution  subject  to  termination  would 
still  be  entitled  to  receive  their  Basic 
Grant  payments;  however,  the  institu¬ 
tion  would  have  to  enter  into  an  agree¬ 
ment  with  the  Commissioner  under 
the  Alternate  Disbursement  System 
(ADS).  The  institution  would  then  be 
responsible,  under  Subpart  H  of  these 
regulations,  to  provide  the  Commis¬ 
sioner  with  that  information  necessary 
under  ADS  to  facilitate  the  continued 
disbursement  of  funds  to  its  students. 

An  institution  can  choose  to  termi¬ 
nate  its  RDS  agreement  with  the 
Commissioner.  However,  that  termina¬ 
tion  would  take  effect  only  on  the  last 
day  of  the  award  period  in  which  a 
termination  is  requested. 

Section  190.75,  “Determination  of 
Eligibility  for  Payment,”  includes  two 
requirements  applicable  to  all  Title  IV 
programs  which  result  from  the  Edu¬ 
cation  Amendments  of  1976.  These  re¬ 
quirements,  set  forth  in  Section  497(e) 
of  the  Higher  Education  Act  of  1965, 
as  amended,  stipulate  that  a  student 
may  receive  assistance  from  Title  IV 
programs  only  if  that  student: 


(a)  Is  maintaining  satisfactory  pro¬ 
gress  in  the  student’s  course  of  study 
according  to  the  standards  and  prac¬ 
tices  of  the  institution  in  which  the 
student  is  enrolled,  and 

(b)  Does  not  owe  a  repayment  on  a 
Basic  Grant,  Supplemental  Grant,  or 
State  Student  Grant  received  to  meet 
costs  of  attendance  at  the  institution 
in  which  the  student  is  enrolled,  and  is 
not  in  default  on  a  National  Direct 
Student  Loan  received  from  that  insti¬ 
tution  or  on  a  Guaranteed  Student 
Loan  advanced  to  meet  the  student’s 
costs  of  attendance  at  that  institution. 

Proposed  regulations  for  the  Basic 
Grant  Program  on  these  two  statutory 
provisions  were  included  in  the  notice 
of  proposed  rulemaking  published  in 
the  Federal  Register  on  April  8,  1977. 
In  addition  to  setting  forth  the  basic 
statutory  requirement,  the  proposed 
rule  also  provided  that  if  the  institu¬ 
tion  determined  at  the  beginning  of  a 
payment  period  that  the  student  was 
not  making  satisfactory  progress,  but 
is  able  to  reverse  that  determination 
before  the  end  of  the  payment  period, 
the  student  may  be  paid  for  the  entire 
payment  period.  However,  if  the  rever¬ 
sal  of  its  original  determination  does 
not  occur  until  after  the  end  of  the 
payment  period,  no  retroactive  pay¬ 
ments  may  be  made  for  that  payment 
period.  This  proposal  for  dealing  with 
the  satisfactory  progress  requirement 
in  the  statute  has  been  repeated  in 
this  notice  of  proposed  rulemaking. 

In  responding  to  the  April  8th  notice 
of  proposed  rulemaking  a  number  of 
commenters  asked  if  any  parameters 
would  be  set  by  the  Office  of  Educa¬ 
tion  for  institutional  standards  of  sat¬ 
isfactory  progress.  If  the  contents  of 
an  institution’s  standards  of  “satisfac¬ 
tory  progress”  establishes  a  reasonable 
code,  this  would  be  acceptable  to  the 
Office  of  Education.  In  setting  its 
standards  the  institution  is  establish¬ 
ing  a  framework  for  evaluating  a  stu¬ 
dent’s  efforts  to  achieve  an  education¬ 
al  goal  within  a  given  period  of  time. 
In  making  this  evaluation  the  institu¬ 
tion  needs  to  know  the  normal  time 
frame  for  completion  of  the  course  of 
study  in  which  the  student  is  enrolled 
and  it  must  have  some  means,  such  as 
grades  or  work  projects  completed, 
which  can  be  measured  against  a 
norm. 

Although  the  content  of  an  institu¬ 
tion’s  standards  of  “satisfactory  pro¬ 
gress”  will  not  be  subject  to  regulation 
at  this  time,  the  statute  requires  that 
the  institution  have  some  standards. 
An  institution  lacking  any  standards 
would  be  precluded  from  making  any 
payments  to  students  under  Title  IV 
programs  since  it  would  have  no 
means  of  measurement  for  making  the 
determination  required  by  the  statute. 
If  an  institution  already  has  standards 
of  “satisfactory  progress”  it  may  use 
those  standards  in  determining  eligi- 
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bility  for  payments  under  the  Basic 
Grant  and  other  Title  IV  programs.  If 
it  does  not  already  have  any  standards 
it  must  adopt  standards  which  will  be 
applicable  at  least  for  recipients  of  aid 
under  Title  IV  programs.  Whatever 
standards  are  used  for  determining  eli¬ 
gibility  for  payment  under  Title  IV 
programs  must  be  applied  uniformly 
for  recipients  of  aid  under  each  of 
those  programs;  it  would  not  be  per¬ 
missible,  for  example,  to  have  one 
standard  for  receiving  a  Basic  Grant 
and  another  for  receiving  a  National 
Direct  Student  Loan. 

Paragraph  (e)  of  §  190.75  reflects  the 
statutory  provision  stipulating  that 
the  institution  may  not  pay  a  Basic 
Grant  to  a  student  who  owes  a  refund 
because  of  an  overpayment  received 
under  any  of  the  three  Title  IV  grant 
programs.  An  overpayment  may  result 
from  an  error  by  the  student  in  com¬ 
pleting  the  application  or  an  error  by 
the  institution  in  making  payment. 
The  regulation  differentiates  between 
these  two  kinds  of  errors.  If  the  over¬ 
payment  was  the  result  of  an  institu¬ 
tional  error,  the  institution  may  pay 
the  Basic  Grant  if  the  student  ac¬ 
knowledges  in  writing  the  amount  of 
the  overpayment  and  agrees  to  repay 
it  within  a  reasonable  period  of  time. 
The  proposed  regulation  leaves  the 
period  of  time  for  this  repayment  to 
the  discretion  of  the  institution  in 
order  that  *he  financial  aid  officer 
may  take  the  individual  circumstances 
of  the  student  into  account.  The  insti¬ 
tution  may  extend  that  period  of  time 
into  future  award  periods.  If  the  over¬ 
payment  resulted  from  an  error  on  the 
part  of  the  student,  the  institution 
may  pay  the  Basic  Grant  if  the  over¬ 
payment  has  been  repaid  by  the  stu¬ 
dent  or  can  be  eliminated  within  the 
award  period  in  which  it  occurred  by 
adjusting  subsequent  Basic  Grant  pay¬ 
ments  for  that  award  period. 

In  addition  to  overpayments  result¬ 
ing  from  student  errors  in  completing 
the  application  or  institutional  errors 
in  computing  the  amount  of  a  grant, 
overpayments  may  also  result  if  the 
student  leaves  the  institution  before 
the  completion  of  the  period  for  which 
the  funds  were  awarded.  The  notice  of 
proposed  rulemaking  published  on 
April  8,  1977  discussed  the  issue  of  at¬ 
tribution  of  repayments  from  cash  dis¬ 
bursements  made  directly  to  the  stu¬ 
dent  when  the  student  leaves  the  insti¬ 
tution  before  the  completion  of  the 
period  for  which  the  funds  were 
awarded.  In  that  notice  a  formula  was 
proposed,  to  be  inserted  in  §  190.77  of 
the  Basic  Grant  regulations,  for  calcu¬ 
lating  the  portion  of  a  grant  disburse¬ 
ment  which  should  be  considered  an 
overpayment  subject  to  repayment  by 
the  student.  There  was  a  general  con¬ 
sensus  among  the  commenters  that 
the  formula  did  not  allow  sufficient 
flexibility  for  the  institution  to  take 


into  consideration  the  circumstances 
of  individual  students  in  determining 
the  amount  of  a  cash  disbursement 
which  should  be  repaid.  In  response  to 
the  commenters'  concern,  the  pro¬ 
posed  formula  has  been  discarded.  In 
its  place  the  Commissioner  is  propos¬ 
ing  a  procedure  in  which  the  institu¬ 
tion  would  have  discretion  in  determ- 
ing  the  portion  of  a  cash  disbursement 
it  considered  “unused”  as  of  the  date 
the  student  withdraws.  The  portion  of 
the  “unused”  amount  which  should 
then  be  considered  an  overpayment 
for  each  specific  Title  IV  grant  or  loan 
program  would  then  be  determined  by 
a  simple  proportional  ratio.  This  pro¬ 
posal  is  included  in  proposed  regula¬ 
tions  for  all  Title  IV  programs  entitled 
“General  Provisions  Relating  to  Stu¬ 
dent  Assistance  Programs  (45  CFR 
Part  168),”  to  be  published  shortly  in 
the  Federal  Register  as  a  notice  of 
proposed  rulemaking. 

Paragraph  (e)  of  §190.75  is  intended 
to  clarify  the  institution's  responsibili¬ 
ty  in  fulfilling  the  statutory  require¬ 
ment  stating  that  it  may  not  pay  a 
Basic  Grant  to  a  student  who  is  in  de¬ 
fault  on  a  Guaranteed  Student  Loan 
advanced  to  the  student  for  attend¬ 
ance  at  that  institution.  This  para¬ 
graph  provides  that  in  determining 
whether  the  student  is  in  default  the 
institution  may  rely  on  a  written  state¬ 
ment  from  the  student.  Thus,  the  in¬ 
stitution  would  not  be  required  to  ini¬ 
tiate  inquiries  with  commercial  lend¬ 
ers  to  determine  the  current  repay¬ 
ment  status  of  each  of  its  potential  aid 
recipients.  Also,  this  paragraph  of  the 
proposed  regulation  provides  that  the 
institution  may,  if  it  chooses,  pay  a 
Basic  Grant  to  a  student  who  is  in  de¬ 
fault  on  a  Guranteed  Student  Loan  if 
the  guarantor  (i.e.,  the  Commissioner 
or  the  applicable  guarantee  agency) 
has  determined  that  the  student  has 
made  satisfactory  arrangements  to 
repay  the  defaulted  loan.  Similarly, 
the  institution  may,  if  it  chooses,  pay 
a  Basic  Grant  to  a  student  who  is  in 
default  on  a  National  Direct  Student 
Loan  at  the  institution,  if  the  institu¬ 
tion  determines  that  the  student  has 
made  satisfactory  arrangements  to 
repay  it. 

As  a  means  of  strengthening  the 
effort  to  control  abuse  of  the  Basic 
Grant  Program  by  students.  Section 
190.77,  "Verification  of  Information  on 
the  SER— Withholding  of  payments,” 
has  been  added.  The  procedures  in 
this  section  pertain  to  verifying  the  in¬ 
formation  on  the  SER  either  before  or 
after  payment  has  been  made.  If  the 
institution  discovers  that  inaccuracies 
exist  on  the  SER  after  payment  has 
been  made,  the  procedures  outlined  in 
§  190.80,  “Recovery  of  overpayments,” 
may  also  apply.  Since  the  eligibility 
for  Basic  Grant  assistance  is  based  on 
need  which  is  determined  solely  on  the 
basis  of  information  supplied  by  the 


applicant  (and  the  parents  of  depend¬ 
ent  applicants),  it  is  imperative  that 
the  pertinent  data  be  accurate.  There¬ 
fore,  the  Commissioner  has  taken  a 
number  of  steps  to  help  ensure  that 
all  applicants  report  correct  informa¬ 
tion  on  their  applications  for  aid. 

All  applicants  must,  of  course,  sign 
the  certification  statement  on  the  ap¬ 
plication  in  which  they  agree  to  pro¬ 
vide,  if  requested,  any  documentation 
necessary  for  the  verification  of  their 
reported  information.  This  section 
then  outlines  those  situations  under 
which  the  commissioner  will  request 
documentation  to  verify  that  informa¬ 
tion.  It  further  requires  that  institu¬ 
tions  must  request  from  the  student 
substantiating  information  or  correc¬ 
tions  if  there  is  reason  to  believe  that 
the  information  on  the  SER  is  inaccu¬ 
rate.  If  a  student  makes  a  correction 
which  results  in  a  change  in  the  ex¬ 
pected  family  contribution,  the  insti¬ 
tution  must  recalculate  the  award.  Ad¬ 
ditionally,  institutions  are  required  to 
withhold  payment  if  they  have  docu¬ 
mented  evidence  showing  that  the  rel¬ 
evant  information  on  the  SER  is  erro¬ 
neous,  whereas  they  may  not  withhold 
payment  if  they  believe  the  informa¬ 
tion  to  be  inaccurate,  but  lack  docu¬ 
mentation. 

This  section  also  provides  proce¬ 
dures  for  institutions  to  report  unre¬ 
solved  cases  to  the  Commissioner  and 
for  cancellation  of  a  student’s  award  if 
the  student  does  not  provide  a  com¬ 
plete  and  acceptable  response  to  the 
Commissioner’s  request  for  documen¬ 
tation  within  an  established  time 
period.  Concurrent  with  this  award 
cancellation,  the  student’s  identifica¬ 
tion  number  is  placed  in  a  “hold” 
status  which  will  prohibit  the  process¬ 
ing  of  any  future  applications  in  that 
award  period  or  in  subsequent  award 
periods  until  the  student  has  complied 
with  the  Commissioner’s  request. 

For  example,  if  a  student  submits  an 
SER  and  the  financial  aid  officer  has 
reason  to  believe  that  some  of  the  data 
on  the  SER  is  incorrect,  the  financial 
aid  officer  must  request  that  the  stu¬ 
dent  review  the  information  for  accu¬ 
racy  and  correct  any  erroneous  en¬ 
tries.  If  the  student  does  not  correct 
the  suspected  discrepancy  or  does  not 
prove  to  the  financial  aid  officer’s  sat¬ 
isfaction  that  the  information  is  cor¬ 
rect,  the  financial  aid  officer  would 
submit  the  case  to  the  Commissioner. 
As  already  indicated,  the  financial  aid 
officer  would  continue  to  pay  the 
Basic  Grant  pending  the  outcome  of 
the  Commissioner’s  investigation 
unless  the  financial  aid  officer  had  do¬ 
cumented  evidence  supporting  his  or 
her  belief  that  the  SER  is  not  valid  or 
unless  the  Commissioner  specifically 
instructed  the  aid  officer  to  withhold 
payment. 

Once  the  Commissioner  has  re¬ 
viewed  the  case,  a  determination  will 
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be  made  as  to  whether  additional  doc¬ 
umentation  or  corrections  are  neces¬ 
sary.  If  a  student  is  asked  to  supply 
additional  information,  the  student 
will  have  to  comply  within  an  estab¬ 
lished  time  period  in  order  to  avoid 
the  cancellation  of  the  grant.  If  the 
student  forfeits  the  right  to  the  grant 
by  failing  to  supply  requested  docu¬ 
mentation,  that  student  will  not  be 
able  to  receive  any  additional  consider¬ 
ation  for  future  Basic  Grant  assistance 
until  the  requested  documentation  has 
been  provided  or  until  the  Commis¬ 
sioner  determines  that  the  need  for 
the  documentation  no  longer  exists. 

If  the  student  does  submit  the  re¬ 
quested  documentation  and  all  neces¬ 
sary  corrections  have  been  made,  then 
the  amount  of  the  Basic  Grant  to 
which  the  student  will  be  entitled  will 
be  based  on  the  valid  SER  which  re¬ 
sults  from  the  verification  process. 
However,  if  that  SER  is  submitted 
after  the  close  of  the  award  period  be¬ 
cause  of  the  verification  process,  the 
student  will  only  be  eligible  for  pay¬ 
ment  up  to  the  amount  that  was  previ¬ 
ously  withheld  because  of  the  verifica¬ 
tion  process,  even  if  the  second  SER 
has  a  lower  eligibility  index  than  the 
original.  The  reason  for  this  rule  is  to 
avoid  imposing  upon  institutions  the 
administrative  burden  which  would  be 
incurred  if  they  were  required  to  re¬ 
compute  grants  from  previous  award 
periods. 

Section  190.78,  "Method  of  Disburse¬ 
ment  by  Check  or  Credit  to  the  Stu¬ 
dent’s  Account,”  has  been  expanded  to 
include  instructions  to  the  institution 
concerning  its  responsibility  to  notify 
students  about  the  availability  of  their 
check.  To  address  the  problem  of  stu¬ 
dents  who  do  not  pick  up  their  checks 
promptly  when  they  are  notified  that 
the  checks  are  available,  institutions 
are  instructed  to  hold  those  checks  fif¬ 
teen  days  beyond  the  last  day  of  the 
student’s  enrollment  for  that  award 
period.  A  student  forfeits  the  check  if 
it  is  not  picked  up  by  that  time.  In 
cases  of  forfeits  the  institution  may 
credit  the  student’s  account  for  any 
amount  owed  by  the  student  for  that 
award  period.  This  section  also  limits 
the  practice  of  early  payments  to  stu¬ 
dents  by  the  institution.  A  student 
may  be  paid  at  or  after  registration 
but  no  earlier  than  ten  days  before  the 
first  day  of  classes  if  the  student  is 
being  paid  directly,  and  no  earlier 
than  three  weeks  before  the  first  day 
of  classes  if  the  institution  is  crediting 
the  student’s  account.  In  addition,  if 
an  institution  credits  a  student's  ac¬ 
count,  the  institution  must  obtain  the 
student’s  signature  on  a  written  sched¬ 
ule  of  the  dates  and  amounts  of  each 
disbursement,  retain  a  signed  copy  for 
its  records,  and  give  a  copy  of  the 
signed  schedule  to  the  student.  This 
provision  is  intended  to  replace  the  re¬ 
quirements  in  §  190.75(e)  of  the  ear- 


rent  regulations  stipulating  that  a 
signed  receipt  must  be  obtained  for 
each  disbursement  by  credit  to  the 
student’s  account.  This  change  is  pro¬ 
posed  in  response  to  institutional  com¬ 
ments  that  the  current  procedure 
poses  an  undue  administrative  burden. 
However,  if  an  institution  prefers  to 
continue  obtaining  a  signed  receipt  for 
each  transaction,  the  series  of  signed 
receipts  may  be  considered  a  schedule 
for  purposes  of  complying  with  this 
regulation.  It  should  be  noted,  howev¬ 
er,  that  if  the  student  officially  or  un¬ 
officially  withdraws  from  or  is  ex¬ 
pelled  by  the  institution  before  the 
first  day  of  classes,  after  having  re¬ 
ceived  a  Basic  Grant  payment  through 
either  method  of  disbursement,  the 
entire  amount  of  the  payment  must  be 
restored  to  the  Basic  Grant  account. 

Since  the  inception  of  the  program, 
a  cooperative  effort  has  existed  be¬ 
tween  the  Office  of  Education  and  var¬ 
ious  RDS  institutions  in  order  to  re¬ 
cover  overpayments  to  students,  in  ad¬ 
dition  to  verifying  information  found 
on  Student  Eligibility  Reports.  Section 
190.80,  "Recovery  of  Overpayments,” 
formalizes  this  effort  by  delineating 
institutional  responsibilities  and  re¬ 
porting  procedures.  This  section  does 
not  mandate  any  additional  duties  or 
responsibilities  beyond  those  which 
have  existed  under  the  cooperative 
effort.  However,  it  sets  forth  those  re¬ 
sponsibilities  in  regulations  for  RDS 
institutions  and  is  intended  to  aid  in 
preventing  further  program  abuse.  In¬ 
stitutional  responsibility  for  overpay¬ 
ments  which  are  the  result  of  institu¬ 
tional  error  is  stipulated,  as  well  as  the 
responsibility  of  the  institution  to  co¬ 
operate  with  the  Commissioner  in  re¬ 
covering  overpayments  if  those  over¬ 
payments  are  not  the  result  of  institu¬ 
tional  error.  In  the  former  instance, 
the  institution  is  liable  to  the  govern¬ 
ment  for  the  overpayment  but  may  at¬ 
tempt  to  collect  the  overpayment  from 
the  student.  In  the  latter  instance,  the 
institution  is  only  responsible  for 
making  a  reasonable  effort  to  contact 
the  student  and  recover  the  overpay¬ 
ment.  It  is  required  to  notify  the  Com¬ 
missioner  if  it  is  unsuccessful  in  recov¬ 
ering  the  overpayment. 

Section  190.81,  "Recalculation  of  a 
Basic  Grant  Award,”  has  been  expand¬ 
ed  and  amended  to  require  that  a  stu¬ 
dent's  Basic  Grant  must  be,  rather 
than  may  be,  recalculated  if  there  is  a 
change  in  the  student's  expected 
family  contribution.  If  the  enrollment 
status  of  a  student  changed  during  a 
payment  period,  the  institution  re¬ 
tains  the  option  of  choosing  whether 
or  not  it  will  recalculate.  If  the  institu¬ 
tion,  as  a  matter  of  institutional 
policy,  chooses  to  recalculate  for 
changes  in  enrollment  status,  it  must 
take  into  consideration  the  portions  of 
the  payment  period  at  both  the  origi¬ 
nal  enrollment  status  and  the  new  en¬ 


rollment  status,  and  also  any  change 
in  the  student’s  cost  of  education. 

"Fiscal  Control  and  Fund  Account¬ 
ing  Procedures,”  §  190.82,  has  also 
been  amended.  Under  current  regula¬ 
tions  institutions  may  but  are  not  re¬ 
quired  to  maintain  a  separate  account 
for  Federal  funds.  Under  the  proposed 
regulation,  a  separate  account  must  be 
maintained  for  Federal  funds.  This  re¬ 
quirement  is  also  proposed  in  the 
"General  Provisions  Relating  to  Stu¬ 
dent  Assistance  Programs  (45  CFR 
Part  168).” 

Section  190.83,  "Maintenance  and 
Retention  of  Records,”  has  been 
amended.  The  requirement  of  institu¬ 
tions  to  retain  records  has  been  in¬ 
creased  from  three  to  five  years  fol¬ 
lowing  the  submission  of  a  final  report 
of  expenditure  of  funds.  Furthermore, 
any  records  involved  in  a  claim  or  ex¬ 
penditure  which  has  been  questioned 
by  a  Federal  audit  are  to  be  retained 
until  the  resolution  of  that  audit  ex¬ 
ception.  This  requirement  is  consistent 
with  that  provided  for  the  three 
campus-based  Title  IV  student  finan¬ 
cial  assistance  programs. 

"Audit  and  Examination,”  §  190.85, 
brings  the  Basic  Grant  Program  into 
conformity  with  the  three  campus- 
based  Title  IV  programs  by  requiring, 
at  a  minimum,  that  the  Basic  Grant 
Program  be  audited  at  least  once  every 
two  years.  The  audits  shall  be  per¬ 
formed  in  accordance  with  the  Depart¬ 
ment  of  Health,  Education,  and  Wel¬ 
fare  “Audit  Guide”  for  student  finan¬ 
cial  assistance  programs. 

Subpart  H 

This  new  subpart  had  been  added  to 
Part  190  in  an  effort  to  define  more 
precisely  the  responsibilities  of  institu¬ 
tions,  which,  for  one  reason  or  an¬ 
other,  operate  the  administration  of 
grant  payments  under  the  Alternate 
Disbursement  System.  These  new  reg¬ 
ulations  are  considered  necessary  for 
the  proper  conduct  of  the  Program. 

Under  §  190.92,  an  institution  will 
now  be  required  to  enter  into  a  written 
agreement  with  the  Commissioner  to 
participate  in  the  Alternate  Disburse¬ 
ment  System. 

§  190.92,  "Change  in  Ownership  and 
Change  to  Regular  Disbursement 
System,”  provides  that,  if  an  institu¬ 
tion  changes  ownership,  its  agreement 
with  the  Commissioner  is  terminated. 
However,  it  may  be  reactivated  if  the 
institution  is  found  in  compliance  with 
the  eligibility  criteria  set  forth  in 
“Procedures  for  Determining  Institu¬ 
tional  Eligibility  and  Recognizing  Na¬ 
tional  Accrediting  Bodies  and  State 
Agencies  (45  CFR  Part  149),”  when 
these  criteria  become  final  regula¬ 
tions.  (They  are  to  be  published  short¬ 
ly  as  a  notice  of  proposed  rulemaking.) 
Institutions  may  only  shift  from  ADS 
to  RDS  at  the  beginning  of  an  award 
period. 
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Section  190.94  sets  forth  the  regula¬ 
tions  which  reflect  the  continuing  re¬ 
sponsibility  of  institutions  to  provide 
information  necessary  for  the  Com¬ 
missioner  to  compute  and  disburse 
grant  payments,  and  to  provide  certifi¬ 
cation  regarding  each  student’s  eligi¬ 
bility  or  continuing  eligibility  for  pay¬ 
ment.  This  section  also  embodies  the 
requirements  mandated  by  Section 
497(e)  of  the  Higher  Education  Act  of 
1965,  as  amended,  concerning  satisfac¬ 
tory  progress,  repayments  owed  on 
grants  previously  received,  and  default 
status  on  Guaranteed  and  National 
Direct  Student  Loans. 

Section  190.96  specifies  that  institu¬ 
tions  must  maintain  records  to  sup¬ 
port  the  information  they  supply  to 
the  Commissioner,  provide  a  routine 
verification  of  that  information  as  re¬ 
quired,  and  provide  access  to  records 
and  information  for  purposes  of  audit 
and  examination.  As  in  the  past,  insti¬ 
tutions  under  the  Alternate  Disburse¬ 
ment  System  do  not  have  responsibili¬ 
ty  for  the  actual  computation  and  dis¬ 
bursement  of  award  payments. 

Note.— The  Office  of  Education  has  deter¬ 
mined  that  this  document  does  not  contain 
a  major  proposal  requiring  preparation  of 
an  Inflation  Impact  Statement  under  Ex¬ 
ecutive  Order  11821  and  OMB  Circular  A- 
107. 

Pursuant  to  the  authority  contained 
in  Title  IV  of  the  Higher  Education 
Act  of  1965,  as  amended  (Pub.  L.  89- 
329),  the  Commissioner  proposes  to 
amend  the  regulations  in  45  CFR  Part 
190. 

(Catalogue  of  Federal  Domestic  Assistance 
No.  13.539  Basic  Educational  Opportunity 
Grant  Program). 

Dated:  March  7, 1978. 

Ernest  L.  Boyer, 

U.S.  Commissioner 
of  Education. 

Approved:  May  1, 1978. 

Joseph  A.  Califano,  Jr., 

Secretary  of  Health, 

Education,  and  Welfare. 

Accordingly,  45  CFR  Part  190  is  por- 
posed  to  be  amended  as  set  forth 
below. 

PAkT  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 
Subpart  A — Scopa,  Purpoi*  and  Ganaral  Definition! 

Sec. 

190.1  Scope  and  purpose. 

190.2  General  definitions. 

190.2a  Special  terms. 

190.3  Institution  of  higher  education. 

190.4  Eligible  student. 

190.5  Duration  of  student  eligibility. 

190.6  Basic  Grant  payments  from  more 
than  one  institution. 

190.7  Institutional  eligibility. 

190.8  Consortium  agreements. 

190.9  Determination  of  enrollment  status 
under  special  circumstances. 

190.10  Administrative  cost  allowance  to 
postsecondary  schools. 
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Subpart  B — Application  Procedure!  far  Datarmininp 
Expected  Family  Contribution 

Sec. 

190.11  Application. 

190.12  Certification  of  information. 

190.13  Deadline  for  filing  applications. 

190.14  Notification  of  expected  family  con¬ 
tribution. 

190.15  Applicant’s  request  for  recomputa¬ 
tion  of  expected  family  contribution  be¬ 
cause  of  clerical  or  arithmetic  error. 

190.16  Request  for  recomputation  of  ex¬ 
pected  family  contribution  because  of 
extraordinary  circumstance. 

Subpart  C — (Family  Contribution  Schadula) 
Subpart  D — (Family  Contribution  Sdtadula) 
Subpart  E — Colt!  of  Attendance 

190.51  General  attendance  costs. 

190.52  Attendance  costs  for  students  in 
correspondence  study  programs. 

190.53  Attendance  costs  for  students  whose 
program  length  exceeds  the  academic 
year  at  institutions  using  clock  hours. 

190.54  Attendance  costs  for  incarcerated 
students. 

190.55  Attendance  cost  for  students  at  U.S. 
Armed  Forces  academies. 

Subpart  F — Determination  of  Baiic  Grant  Award! 

190.61  Submission  process  and  deadline  for 
Student  Eligibility  Report. 

190.62  Calculation  of  a  Scheduled  Basic 
Grant  at  full  funding. 

190.63  Calculation  of  a  Scheduled  Basic 
Grant  at  less  than  full  funding. 

190.64  Calculation  of  Basic  Grant  for  a 
payment  period. 

190.65  Calculation  of  Basic  Grants  for 
terms  which  span  two  award  periods. 

190.66  Transfer  student:  attendance  at 
more  than  one  institution  during  an 
award  period. 

190.67  Correspondence  study. 

Subpart  G— AdmimtraHon  af  Grant  Payment! — 
Regular  Diibunement  Syitem 

190.71  Scope. 

190.72  Institutional  agreement— Regular 
Disbursement  System. 

190.73  Termination  of  agreement— Regular 
Disbursement  System. 

190.74  Advancement  of  funds  to  institu¬ 
tions. 

190.75  Determination  of  eligibility  for  pay¬ 
ment. 

190.76  Frequency  of  payment. 

190.77  Vertication  of  information  on  the 
SER— withholding  of  payments. 

190.78  Method  of  disbursement— by  check 
or  credit  to  students’s  account. 

190.79  Affidavit  of  educational  purpose. 

190.80  Recovery  of  overpayments. 

190.81  Recalculation  of  a  Basic  Grant 
award. 

190.82  Fiscal  control  and  fund  accounting 
procedures. 

190.83  Maintenance  and  retention  of  rec¬ 
ords. 

190.84  Submission  of  reports. 

190.85  Audit  and  examination. 

Subpart  H — Adminiitration  af  Grant  Paymanti — 
AHomata  DHburiamant  Syitam 

190.91  Scope. 

190.92  Institutional  agreement— Alternate 
Disbursement  System  (ADS). 

190.93  Change  in  ownership  and  change  to 
the  Regular  Disbursement  System 
(RDS). 

190.94  Calculation  and  disbursement  of 
awards  by  the  Comissioner  of  Educa¬ 
tion. 


Sec. 

190.95  Termination  of  enrollment  and 
refund. 

190.96  Maintenance  and  retention  of  rec¬ 
ords;  access  for  purpose  of  audit. 

Authority:  Section  411  of  the  Higher 
Education  Act  of  1965  as  added  by  Section 
131(b)  of  Public  Law  92-318,  86  STAT  247- 
251  as  amended,  (20  U.S.C.  1070a)  unless 
otherwise  noted. 

Subpart  A — Scopa,  Purpoia  and  Ganaral 
Definitions 

§  190.1  Scope  and  purpose. 

The  Basic  Educational  Opportunity 
Grant  (Basic  Grant)  Program  is  to 
help  financially  needy  students  meet 
the  costs  of  post-secondary  education. 

(20  U.S.C.  1070a.) 

§  190.2  General  definitions. 

As  used  in  this  part: 

(a)  Academic  year:  (1)  A  period  of 
time  in  which  a  full-time  student  is  ex¬ 
pected  to  complete  the  equivalent  of  2 
semesters,  2  trimesters  or  3  quarters  at 
institutions  using  credit  hours;  or 

'  (2)  At  least  900  clock  hours  of  train¬ 
ing  for  each  program  at  institutions 
using  clock  hours. 

(20  U.S.C.  1088(c)(1).) 

(b)  Act-  Title  IV-A-1  of  the  Higher 
Education  Act  (HEA)  of  1965,  as 
amended. 

(c)  Award  period:  The  period  of  time 
between  July  1  of  one  year  and  June 
30  of  the  following  year. 

(d)  Clock  hour:  The  equivalent  of— 

(1)  A  50  to  60  minute  class,  lecture  or 
recitation;  or 

(2)  A  50  to  60  minute  faculty  super¬ 
vised  laboratory,  shop  training  or  in¬ 
ternship. 

(e)  Commissioner:  The  U.S.  commis¬ 
sioner  of  Education  or  his/her  desig¬ 
nee. 

(f)  Enrolled:  Completion  of  registra¬ 
tion  requirements  at  the  institution  a 
student  is  attending  or  will  be  attend¬ 
ing. 

(g)  Enrollment  status:  The  following 
fraction:  the  student’s  credit  or  clock 
hours  for  a  payment  period/credit  or 
clock  hours  of  a  full  time  student  for  a 
payment  period  (if  this  fraction  ex¬ 
ceeds  one  (1),  then  one  (1)  is  used  as 
the  student’s  enrollment  status). 

(h)  Full-time  student  An  enrolled 
student  who  is  carrying  a  full-time 
academic  work  load  (other  than  corre¬ 
spondence)  which  is  determined  by 
the  institution  and  amounts  to  one  of 
the  following  minimum  requirements: 

(1)  12  semester  hours  or  12  quarter 
hours  per  academic  term  in  those  in¬ 
stitutions  using  standard  semester,  tri¬ 
mester  or  quarter  hour  systems; 

(2)  24  semester  hours  or  36  quarter 
hours  per  academic  year  for  institu¬ 
tions  using  credit  hours  to  measure 
progress  but  not  using  semester,  tri¬ 
mester  or  quarter  systems; 

(3)  24  clock  hours  per  week  for  insti¬ 
tutions  using  clock  hours; 
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(4)  In  those  Institutions  using  both 
credit  and  clock  hours,  if  the  sum  of 
the  fractions  is  equal  to  or  greater 
than  one: 

the  number  of  credit  hours/12  plus 
(  +  )  the  number  of  clock  hours/24 

(5)  A  series  of  courses  or  seminars 
which  will  equal  12  semester  hours  or 
12  quarter  hours  in  a  maximum  of  18 
weeks;  or 

(8)  The  work  portion  of  a  coopera¬ 
tive  education  program  in  which  the 
amount  of  work  performed  is  equiva¬ 
lent  to  the  academic  work-load  of  a 
full-time  student. 

(20  U.S.C.  1088(c)(2).) 

(i)  Good  standing:  The  eligibility  of 
a  student  to  continue  attending  the  in¬ 
stitution  in  which  he/she  is  enrolled 
in  accordance  with  the  standards  of 
the  institution. 

(j)  Half-time  student  An  enrolled 
student  who  is  carrying  a  half-time 
academic  work  load  which  is  deter¬ 
mined  by  the  institution  and  amounts 
to  at  least  half  the  work  load  of  a  full¬ 
time  student,  (see  full-time  student) 

A  half-time  student  enrolled  in  cor¬ 
respondence  study  must  meet  the 
minimum  requirement  of  at  least  12 
hours  of  preparation  of  work  per 
week.  However,  regardless  of  the  work 
load,  no  student  enrolled  in  correspon¬ 
dence  study  will  be  considered  more 
than  a  half-time  student. 

(k)  Nonprofit  institution :  An  institu¬ 
tion  owned  and  operated  by  one  or 
more  nonprofit  corporations  or  associ¬ 
ations  in  which  no  part  of  the  net 
q^mings  benefit  any  private  share 
holder  or  individual. 

(20  U.S.C.  1141(c).) 

(l)  Payment  schedule:  A  table  show¬ 
ing  a  full-time  student’s  Scheduled 
Basic  Grant  for  a  given  award  period. 
This  table,  published  by  the  Commis¬ 
sioner,  is  based  on— 

(1)  The  Family  Contribution  Sched¬ 
ules  described  in  Subparts  C  &  D; 

(2)  Attendance  costs  as  defined  in 
Subpart  E;  and 

(3)  The  amount  of  funds  available 
for  making  Basic  Grants. 

(m)  Scheduled  Basic  Grant  The 
amount  of  a  Basic  Grant  which  would 
be  paid  to  a  full-time  student  for  a  full 
academic  year. 

(n)  State:  The  states  of  the  Union, 
American  Samoa,  the  Commonwealth 
of  Puerto  Rico,  the  District  of  Colum¬ 
bia,  Guam,  the  Trust  Territory  of  the 
Pacific  Islands,  the  Virgin  Islands  and 
the  Northern  Mariana  Islands. 

(20  UJS.C.  1141(b);  20  U.S.C.  1088(a).) 

(o)  Student  Eligibility  Report  ( SER ): 
A  report  provided  to  the  applicant 
showing  the  amount  of  his/her  ex¬ 
pected  family  contribution. 

(p)  Undergraduate  student  A  stu¬ 
dent,  enrolled  in  an  undergraduate 
course  of  study,  at  an  institution  of 
higher  education  who: 
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(1)  Has  not  been  awarded  a  bacca¬ 
laureate  or  first  professional  degree; 
and 

(2)  Is  in  an  undergraduate  course  of 
study  which  usually  does  not  exceed  4 
years,  or  is  enrolled  in  a  5-year  pro¬ 
gram  designed  to  lead  to  a  first  degree. 
(A  student  enrolled  in  any  other 
length  program  is  considered  an  un¬ 
dergraduate  student  for  only  the  first 
4  years). 

(20  UJS.C.  1070a  unless  otherless  noted.) 

§  190.2a  Special  terms. 

(a)  Eligible  program  in  a  public  or 
nonprofit  private  college,  university, 
junior  college,  community  college  or 
vocational  school  An  undergraduate 
program  of  education  or  training 
which— 

(1)  Admits  as  regular  students  only 
persons  who — 

(1)  Have  a  certificate  of  graduation 
from  a  secondary  school,  (high  school 
graduates), 

(ii)  Have  the  equivalent  of  a  high 
school  diploma,  a  General  Education 
Development  (GED)  Certificate,  and 

(ill)  Are  beyond  the  age  of  compul¬ 
sory  school  attendance  in  the  State  in 
which  the  institution  is  located,  and 
may  benefit  from  the  education  or 
training  offered. 

(2) (i)  Leads  to  a  bachelor,  associate 
or  undergraduate  professional  degree, 

(ii)  Is  acceptable  for  full  credit 
toward  a  bachelor  degree,  or 

(iii)  Is  at  least  a  1-year  program  lead¬ 
ing  to  a  certificate  or  degree,  which 
prepares  students  for  gainful  employ¬ 
ment  in  a  recognized  occupation.  (A  1- 
year  program  is  defined  in  §  190.3(c)). 

(b)  Eligible  program  in  a  proprietary 
institution  of  higher  education:  An  un¬ 
dergraduate  program  of  education  or 
training  which— 

(1) Admits  as  regular  students  only 
high  school  graduates  or  GED  recipi¬ 
ents, 

(2)  Leads  to  a  degree  or  certificate, 

(3)  Prepares  students  for  gainful  em¬ 
ployment  in  a  recognized  occupation, 
and 

(4)  Is  at  least  a  6-month  program  as 
defined  in  §  190.3(d). 

(c)  Regular  student  A  person  who 
enrolls  in  an  eligible  program  at  an  in¬ 
stitution  of  higher  education  for  the 
purpose  of  obtaining  a  degree  or  cer¬ 
tificate. 

(d)  Payment  period— General  Insti¬ 
tutions  not  using  semesters,  trimes¬ 
ters,  quarters  or  other  academic  terms, 
or  which  do  not  measure  progress  in 
credit  hours,  must  have  at  least  two 
payment  periods  between  July  1  of 
one  year  and  June  30  of  the  following 
year  (an  award  period).  The  two  pay¬ 
ment  periods  are  calculated  in  the  fol¬ 
lowing  way: 

(1)  If  the  student’s  academic  year  is 
within  one  award  period  and  the  stu¬ 
dent’s  educational  program  is  not  less 
than  a  full  academic  year- 
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(1)  The  first  payment  period  is  the 
first  half  of  the  student’s  academic 
year,  and 

(ii)  The  second  payment  period  is 
the  second  half  of  the  student’s  aca¬ 
demic  year. 

(2)  If  the  student’s  academic  year  is 
NOT  within  one  award  period  or  the 
student’s  educational  program  is  LESS 
than  a  full  academic  year— 

(i)  The  first  payment  period  Is  the 
first  half  of  the  hours  the  student  is 
scheduled  to  complete  within  the 
award  period,  and 

(ii)  The  second  payment  period 
begins  when  the  first  payment  period 
ends  and  ends  when  the  student  com¬ 
pletes  all  hours  he/she  was  scheduled 
to  complete  between  the  beginning  of 
the  second  payment  period  and  June 
30. 

(3)  A  student  with  incompleted 
hours  for  the  second  payment  period 
of  any  award  period  may  complete 
them  during  the  following  award 
period.  In  this  case,  the  first  payment 
period  of  the  new  award  period  will 
not  begin  until  the  student  has  fin¬ 
ished  all  carried  over  hours  for  which 
he/she  was  paid. 

(e)  Payment  period— Academic 
terms/credit  hour  institutions.  For 
those  institutions  which  use  academic 
terms  and  measure  progress  in  credit 
hours,  a  payment  period  is  a  span  of 
time  which  corresponds  with  each  se¬ 
mester,  trimester,  quarter  or  other 
academic  term. 

(20  U.S.C.  1070a.) 

§  190.3  Institution  of  higher  education. 

An  institution  of  higher  education  is 
a  public,  private  nonprofit  or  propri¬ 
etary  institution. 

(a)  A  public  or  private  nonprofit  in¬ 
stitution  of  higher  Education  is  an 
educational  institution  which— 

(1)  Is  in  a  State; 

(2)  Admits  as  regular  students  only 
persons  who— 

(i)  Have  a  high  school  diploma, 

(ii)  Have  a  GED  Certificate,  or 

(iii)  Are  beyond  the  age  of  compul¬ 
sory  school  attendance  in  the  state  in 
which  the  institution  is  locate,  and 
have  the  ability  to  benefit  from  the 
training  offered.  (An  institution  must 
document  a  student’s  ability  to  benefit 
from  the  training  offered  on  the  basis 
of  standardized  test,  other  measure¬ 
ment  instruments,  practicum  examina¬ 
tions  or  verificable  indicators  such  as 
written  recommendations  from  profes¬ 
sional  educators,  counselors,  or  em¬ 
ployers  not  affiliated  with  the  institu¬ 
tion); 

(3)  Is  legally  authorized  to  provide 
an  education  program  beyond  second¬ 
ary  education  in  each  State  in  which 
the  institution  is  physically  located; 

(4)  Provides— 

(i)  An  educational  program  for 
which  it  awards  an  associate,  baccalau¬ 
reate,  advanced  or  professional  degree. 
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(ii)  At  least  a  2-year  program  which 
is  acceptable  for  full  credit  towards  a 
baccalaureate  degree,  or 

(iii)  At  least  a  1-year  training  pro¬ 
gram  which  leads  to  a  certificate  or 
degree  and  prepares  students  for  gain¬ 
ful  employment  in  a  recognized  occu¬ 
pation,  and 

(5)  Is — 

(i)  Accredited  by  an  accrediting 
agency, 

(ii)  Approved  by  a  State  agency  rec¬ 
ognized  by  the  Commissioner  as  a  reli¬ 
able  authority  on  the  quality  of  public 
postrecondary  vocational  education  in 
its  State,  if  the  instutution  is  a  public 
postsecondary  vocational  educational 
institution, 

(iii)  An  institution  which  has  satis¬ 
factorily  assured  the  Commissioner 
that  it  will  meet  the  accreditation 
standards  of  an  agency  or  association 
within  a  reasonable  time,  considering 
the  resources  available  to  the  institu¬ 
tion,  the  period  of  time  it  has  operated 
and  its  efforts  to  meet  accreditation 
standards,  or 

(iv)  An  institution  whose  credits  are 
accepted  on  transfer  by  at  least  3  ac¬ 
credited  institutions  on  the  same  basis 
as  transfer  credits  from  fully  accredit¬ 
ed  institutions. 

(b)  A  proprietary  institution  of 
higher  education  is  an  educational  in¬ 
stitution  which— 

(1)  Is  not  a  public  or  other  nonprofit 
institution; 

(2)  Is  in  a  State; 

(3)  Admits  as  regular  students  only 
person  who  have  a  high  school  diplo¬ 
ma  or  a  GED  certificate; 

(4)  Is  legally  authorized  to  provide 
postsecondary  education  in  the  state 
in  which  it  is  physically  located; 

(5)  Provides  at  least  a  6-month  pro¬ 
gram  of  training  to  prepare  students 
for  gainful  employment  in  a  recog¬ 
nized  occupation; 

(6)  Is  accredited  by  an  accrediting 
agency; 

(7)  Has  been  in  existence  for  at  least 
2  years,  i.e.,  is  legally  authorized  to 
provide,  and  has  provided,  a  training 
program  on  a  continuous  basis  to  pre¬ 
pare  students  for  gainful  employment 
in  a  recognized  occupation  during  the 
24  months  (except  for  normal  vacation 
period)  preceding  the  date  of  applica¬ 
tion  for  eligibility;  and 

(8)  Has  entered  into  an  agreement 
which  the  Commissioner  has  deter¬ 
mined  will  insure  that  the  availability 
of  assistance  to  students  under  Title 
IV  of  HEA  has  not  resulted  in,  and 
will  not  result  in,  increased  tuition, 
fees  or  other  charges  to  its  students. 

(c)  One  year  training  program.  A 
program  which  is— 

(1)  At  least  24  semester  or  trimester 
hours  or  units,  or  36  quarter  hours  or 
units,  at  institutions  using  semesters, 
trimesters  or  quarter  systems; 

(2)  At  least  900  clock  hours  of  super¬ 
vised  training  at  institutions  not  using 


semesters,  trimesters  or  quarter  sys¬ 
tems;  or 

(3)  At  least  900  hours  of  preparation 
for  a  correspondence  program. 

(d)  Six  month  training  program.  A 
FTogram  which  is— 

(1)  At  least  16  semester  or  trimester 
hours  or  24  quarter  hours  at  institu¬ 
tions  using  semester,  trimesters,  or 
quarter  systems; 

(2)  At  least  600  clock  hours  of  super¬ 
vised  training  at  institutions  not  using 
semesters,  trimesters,  or  quarter  hour 
systems,  or 

(3)  At  least  600  hours  of  preparation 
for  a  correspondence  program. 

<20  U.S.C.  1141(a).  20  U.S.C.  1088<bX3).> 

$  190.4  Eligible  student. 

(a)  A  student  is  eligible  to  receive  a 
Basic  Grant  if  the  student— 

(1)  Is  accepted  for  enrollment  or  is 
enrolled  in  good  standing  as  at  least  a 
half-time  undergraduate  student  at  an 
institution  of  higher  education; 

(2)  Is  enrolled  in  an  eligible  program 
as  a  regualar  student,  as  defined  in 
§  190.2a;  and 

(3)  Is  a  U.S.  Citizen  or  National,  is  or 
intends  to  become  a  permanent  U.S. 
resident,  or  is  a  permanent  resident  of 
the  Trust  Territory  of  the  Pacific  Is¬ 
lands. 

(b)  A  member  of  a  religious  order 
(community,  society,  agency  or  organi¬ 
zation)  who  is  pursuing  a  course  of 
study  in  an  institution  of  higher  edu¬ 
cation  will  be  considered  as  having  a 
family  contribution  of  not  less  than 
$1,601  if  that  religious  order— 

(1)  Has  as  a  primary  objective  the 
promotion  of  ideals  and  beliefs  regard¬ 
ing  a  Supreme  Being; 

(2)  Requires  its  members  to  forego 
monetary  or  other  support  substan¬ 
tially  beyond  the  support  it  provides; 
and 

(3) (i)  Has  directed  the  member  to 
pursue  the  course  of  study,  or 

(ii)  Provides  subsistence  support  to 
its  member. 

<20  U.S.C.  1070a.) 

§  190.5  Duration  of  student  eligibility. 

(a)  A  student  is  eligible  to  receive  a 
Basic  Grant  for  the  period  of  time  re¬ 
quired  to  complete  an  undergraduate 
course  of  study.  That  period  is  usually 
4  academic  years,  but  may  be  extended 
up  to  one  additional  year  if— 

(1)  The  student  is  pursuing  a  5-year 
course  of  study  designed  to  lead  to  a 
first  degree;  or 

(2)  The  student  is  or  will  be  required 
to  enroll  in  a  noncredit  remedial 
course  of  study. 

(b)  For  the  purpose  of  paragraph  (a) 
of  this  section,  a  noncredit  remedial 
course  of  study  is  a  course  of  study  for 
which  no  credit  is  given  toward  an  aca¬ 
demic  degree  and  which  is  designed  to 
increase  the  ability  of  the  student  to 


pursue  an  undergraduate  course  of 
study  leading  to  such  a  degree. 

(c)  The  Commissioner  will  subtract 
from  each  student’s  period  of  eligibil¬ 
ity,  any  period  for  which  the  student 
has  received  a  Basic  Grant.  The  eligi¬ 
bility  used  during  an  award  period  will 
be  calculated  by;  The  student’s  Basic 
Grant  Award  for  that  award  period, 
divided  by  the  student’s  Scheduled 
Basic  Grant. 

(d)  If  a  student  has  received  an  over¬ 
payment  in  an  award  period,  the  over¬ 
payment  will  not  be  used  in  calculat¬ 
ing  the  amount  of  eligibility  used. 

<20  U.S.C.  1070a.) 

§  190.6  Basic  Grant  payments  from  more 
than  one  institution. 

A  student  will  not  be  entitled  to  re¬ 
ceive  Basic  Grant  payments  concur¬ 
rently  from  more  than  one  institution 
or  from  the  Commissioner  and  an  in¬ 
stitution. 

<20  U.S.C.  1070a.) 

§  190.7  Institutional  eligibility. 

(aXl)  An  institution  of  higher  edu¬ 
cation  is  eligible  to  participate  in  the 
Basic  Grant  Program  if  it  meets  the 
appropriate  definition  set  forth  in 
§  190.3,  and  is  in  compliance  with  the 
applicable  provisions  of  part  168  of 
this  title,  “Standards  of  Administra¬ 
tive  Capability  and  Financial  Respon¬ 
sibility.” 

(2)  If  an  institution  becomes  eligible 
during  an  award  period,  a  student  en¬ 
rolled  and  attending  that  institution 
will  be  eligible  to  receive  a  Basic  Grant 
for  the  payment  period  during  which 
the  institution  became  eligible  and 
any  subsequent  payment  period. 

(b)(1)  An  institution  of  higher  edu¬ 
cation  becomes  ineligible  to  partici¬ 
pate  in  the  Basic  Grant  Program  if  it 
no  longer  meets  the  applicable  defini¬ 
tion  set  forth  in  5 190.3,  or  if  its  eligi¬ 
bility  is  terminated  under  Subpart  H 
of  part  168  of  this  title. 

(2)  If  an  institution  becomes  ineligi¬ 
ble  during  an  award  period,  an  eligible 
student,  who  is  enrolled  and  attending 
that  institution,  will  be  paid  a  Basic 
Grant  for  the  payment  period  prior  to 
the  time  the  institution  became  ineli¬ 
gible.  In  addition,  an  eligible  student, 
who  has  received  a  Basic  Grant  or  to 
whom  a  commitment  has  been  made 
before  the  effective  date  of  termina¬ 
tion  of  the  institution’s  eligibility,  will 
be  paid  a  Basic  Grant  for  the  payment 
period  in  which  the  institution  became 
ineligible. 

(3)  For  purposes  of  this  section,  a 
commitment  of  a  Basic  Grant  to  a  stu¬ 
dent  is  made  when  a  student,  who  is 
enrolled  in  and  attending  an  institu¬ 
tion,  submits  a  valid  Student  Eligibil¬ 
ity  Report  to  the  institution,  or  to  the 
Commissioner  if  the  institution  par¬ 
ticipates  in  the  program  under  the  Al¬ 
ternate  Disbursement  System. 
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(c)  An  institution  which  becomes  in¬ 
eligible  must  provide  the  Commission¬ 
er  with  the  names  and  enrollment 
status  of  each  student  eligible  for 
Basic  Grants  attending  the  institution 
when  its  eligibility  was  terminated. 

(d)  An  institution  under  the  Regular 
Disbursement  System  which  becomes 
ineligible  must  supply  to  the  Commis¬ 
sioner— 

(1) A  list  of  students  to  whom  a  com¬ 
mitment  of  a  Basic  Grant  has  been 
made  as  of  the  date  of  termination; 

(2)  The  amount  of  funds  paid  to 
each  Basic  Grant  recipient  for  that 
award  period; 

(3)  The  amount  due  to  each  student 
eligible  to  receive  a  Basic  Grant 
through  the  end  of  the  payment 
period;  and 

(4)  An  accounting  of  the  Basic  Grant 
expenditures  for  that  award  period  to 
the  date  of  termination. 

(20  U.S.C.  1070a.) 

§  190.8  Consortium  agreements. 

(a)  A  consortium  agreement  is  a 
written  agreement  between  at  least 
two  institutions  which  enables  an  en¬ 
rolled  student  in  an  eligible  program 
at  the  first  Institution  to  take  courses 
at  the  second  institution  which  apply 
towards  his/her  certificate  or  degree 
at  the  first  institution. 

(b)  If  two  eligible  institutions  have 
entered  into  a  consortium  agreement, 
the  institution  at  which  the  student  is 
enrolled  and  expects  to  receive  a 
degree  or  certificate  calculates  and 
pays  the  student’s  Basic  Grant. 

(c)  Courses  taken  at  both  institu¬ 
tions  under  a  consortium  agreement 
will  be  considered  in  determining  the 
student’s  enrollment  status  and  cost  of 
attendance  in  calculating  the  student’s 
Basic  Grant. 

(20  U.S.C.  1070a.) 

$  190.9  Determination  of  enrollment 
status  under  special  circumstances. 

(a)  Non-credit  remedial  courses.  In 
determining  a  student’s  enrollment 
status,  the  institution  will  include  any 
non-credit  remedial  course  in  which 
the  student  is  enrolled.  If  a  non-credit 
remedial  course  is  not  measured  by 
clock  or  credit  hours,  the  institution 
must  determine  the  equivalent 
number  of  clock  or  credit  hours  which 
should  be  included  for  that  work. 

(b)  Combination  of  regular  and  cor¬ 
respondence  study.  If  an  eligible  stu¬ 
dent  takes  correspondence  courses 
from  either  his/her  own  institution  or 
another  institution  under  a  consor¬ 
tium  agreement  with  the  student’s  in¬ 
stitution,  the  correspondence  work 
must  be  included  in  determining  the 
student’s  enrollment  status  if  it— 

(1)  Applies  toward  the  student’s 
degree  or  certificate  or  is  remedial 
work  necessary  for  the  student  or  to 
proceed  in  his/her  course  of  study; 
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(2)  Is  completed  within  the  period  of 
time  required  for  regular  course  work; 
and 

(3)  Does  not  exceed  one-half  of  the 
student’s  total  course  load  for  that 
payment  period. 

(20  U.S.C.  1070a.) 

§  190.10  Adminstrative  coot  allowance  to 
participating  schools. 

(a)  Any  participating  educational  in¬ 
stitution  is  eligible  to  receive  an  ad¬ 
ministrative  cost  allowance  when 
funds  are  appropriated  by  Congress 
for  this  purpose. 

If  funds  are  sufficient,  each  partici¬ 
pating  institution  will  be  paid  not 
more  than  $10  per  year  for  each  stu¬ 
dent  who  receives  a  Basic  Grant.  (No 
institution  may  count  a  Basic  Grant 
recipient  more  than  once  in  an  award 
period). 

All  funds  a  school  receives  under 
this  section  must  be  used  to  provide 
consumer  information  in  accordance 
with  45  CFR  178,  and  for  additional 
costs  of  administrating  student  finan¬ 
cial  aid  programs  under  Title  IV  of 
HEA. 

(b)  If  appropriated  funds  for  any 
fiscal  year  are  insufficient  to  pay  full 
allowances,  payments  will  be  propor¬ 
tionately  reduced.  If  additional  funds 
become  available  for  any  fiscal  year  in 
which  payments  were  reduced, 
allowances  will  be  increased  propor¬ 
tionately  to  the  reductions. 

(20  U8.C.  1070a(d).) 

Suport  B — Application  Procedures  for 

DstsrmMog  Expected  family  Contribution 

§  190.11  Application. 

(a)  To  receive  a  Basic  Grant,  a  stu¬ 
dent  applies  to  the  Commissioner  on 
an  approved  form  to  have  his/her  ex¬ 
pected  family  contribution  deter¬ 
mined. 

(b)  The  student,  and  where  relevant 
the  student’s  parents  or  spouse,  must 
submit  accurate  and  complete  infor¬ 
mation  as  of  the  date  the  application 
is  signed. 

(c)  The  address  provided  by  the  stu¬ 
dent  must  be  his/her  residence  and 
not  the  address  of  the  school,  unless 
the  student  resides  at  the  school. 

(20  UJS.C.  1070a(b)(2).) 

§  190.12  Certification  of  information. 

The  applicant,  and  where  relevant 
the  applicant’s  parents  or  spouse,  will 
provide  (if  requested)  information  or 
documents,  including  a  copy  of  Feder¬ 
al  Income  Tax  Returns,  necessary  to 
verify  the  accuracy  of  the  information 
provided. 

(20  U.S.C.  1070a(b)(2).) 

§  190.13  Deadline  for  filing  applications. 

For  each  award  period  the  Commis¬ 
sioner  will  establish  application  filing 
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cut-off  dates  for  determining  expected 
family  contributions. 

(20  U.S.C.  1070a(b)(l).) 

§  190.14  Notification  of  expected  family 
contribution. 

The  Commissioner  will  send  to  each 
eligible  applicant  a  “Student  Eligibil¬ 
ity  Report”  which  states  the  amount 
of  the  applicant’s  expected  family  con¬ 
tribution  and  information  used  in  that 
computation. 

(20  U.S.C.  1070a.) 

§  190.15  Applicant’s  request  for  recompu¬ 
tation  of  expected  family  contribution 
because  of  clerical  or  arithmetic  error. 
An  applicant  may  request  a  recom¬ 
putation  of  the  expected  family  con¬ 
tribution  if  he/she  believes  a  clerical 
or  arithmetic  error  has  occurred,  or  if 
the  information  submitted  was  inaccu¬ 
rate  when  the  application  was  signed. 

A  request  for  recomputation  will  be 
made  on  an  approved  form  and  must 
be  received  by  the  Commissioner  no 
later  than  the  annual  cut-off  date 
unless  the  recomputation  is  necessary 
because  of  a  request  made  by  the 
Commissioner  to  verify  information. 

(20  D.S.C.  1070a(bM2).) 

§  190.16  Request  for  recomputation  of  ex¬ 
pected  family  contribution  because  of 
extraordinary  circumstances. 

In  filing  an  application  to  have  an 
expected  family  contribution  deter¬ 
mined,  an  applicant  may  provide  fi¬ 
nancial  information  relating  to  the  tax 
year  immediately  following  the  base 
year  if  the  conditions  in  §§  190.39  or 
190.48  apply. 

(20  U.S.C.  1070a.) 

Subpart  C — (Family  Contribution  Schedule) 
Subport  0 — (Family  Contribution  Schedule) 
Subpart  E — Costa  of  Attendance 

§  190.51  General  attendance  costs. 

(a)  Except  as  provided  in  §§  190.52 
through  190.55,  the  following  will  be 
recognized  as  a  student’s  costs  of  at¬ 
tendance: 

(1)  Tuition  and  fees:  The  amount 
charged  to  a  full-time  student  by  the 
institution  for  tuition  and  fees  for  an 
academic  year. 

Tuition  and  fees  may  include  travel 
costs  within  the  United  States  re¬ 
quired  for  completion  of  the  course  of 
study,  but  not  for  travel  between  the 
student’s  residence  and  the  institu¬ 
tion,  or  for  travel  outside  the  United 
States. 

(2)  Room  and  board: 

(i)  The  amount  charged  the  student 
by  the  institution  under  a  contract  for 
room  and  board, 

(ii)  The  amount  charged  the  student 
by  the  institution  under  a  contract  for 
room  but  not  board,  plus  an  allowance 
of  $625  for  the  award  period. 
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(iii)  The  amount  charged  the  stu¬ 
dent  by  the  institution  under  a  con¬ 
tract  for  board  but  not  room,  plus  an 
allowance  of  $475  for  the  award 
period, 

(iv)  If  no  contract  is  entered  into  for 
either  room  or  board,  an  allowance  of 
$1,100  for  the  award  period  whether 
or  not  the  student  lives  with  a  parent, 
or 

(v)  If  an  institution  enters  into  a 
contract  with  the  student  for  room 
and/or  board  for  less  than  7  days  a 
week,  a  daily  rate  will  be  computed 
and  charged  the  student  for  those 
days  not  covered  by  the  contract.  This 
amount  will  be  added  to  the  costs  es¬ 
tablished  under  clauses  (i),  (ii),  or  (iii) 
of  subparagraph  (a)(2),  whichever  is 
applicable. 

(3)  An  allowance  of  $400  will  be 
made  for  books,  supplies  and  miscella¬ 
neous  expenses  for  the  award  period. 

(b)  A  student  who  receives  a  Basic 
Grant  may  not  be  charged  more  by  an 
institution  than  a  student  enrolled  in 
that  same  program  who  does  not  re¬ 
ceive  a  Basic  Grant. 

(20  U.S.C.  107<Ka)(2XB)(iv).) 

§  190.52  Attendance  costs  for  students  in 
correspondence  study  programs. 

If  a  student  is  enrolled  in  a  corre¬ 
spondence  study  program,  only  the 
costs  of  tuition  and  fees  charged  the 
student  for  that  program  for  an  aca¬ 
demic  year  will  be  recognized  as  a  stu¬ 
dent’s  costs  of  attendance.  However, 
room  and  board  costs  incurred  for  ful¬ 
filling  a  required  period  of  residential 
training  may  be  recognized  as  a  cost  of 
attendance. 

These  room  and  board  costs  will  be¬ 
ta)  Based  on  institutional  charges;  or 

(b)  Determined  according  to  the 
costs  established  in  §  190.51(a)(2)  and 
prorated  in  the  same  ratio  as  the 
course  work  completed  in  residential 
training  bears  to  the  course  work  for 
an  academic  year. 

(20  U.S.C.  1070a.) 

§  190.53  Attendance  costs  for  students 
whose  program  length  exceeds  the  aca¬ 
demic  year  at  institutions  using  clock 
hours. 

Costs  for  students  whose  program 
length  exceeds  the  length  of  the  aca¬ 
demic  year  at  institutions  measuring 
progress  in  clock  hours  will  be  calcu¬ 
lated  by  adding— 

(a)  Institutional  charges  x  clock 
hours  in  academic  year/clock  hours  in 
program; 

(b)  Room  and/or  board  as  described 
in  190.51(a)(2)  if  not  determined  in 
paragraph  (a)  of  this  section;  and 

(c)  An  allowance  of  $400  for  books, 
supplies  and  miscellaneous  expenses. 

(20  U.S.C.  107<KaX2XBXiv).) 


§  190.54  Attendance  cost  for  incarcerated 
students. 

(a)  Costs  of  attendance  for  eligible 
students  who  are  incarcerated  and  for 
whom  at  least  one-half  of  room  and 
board  expenses  are  provided  will  in¬ 
clude— 

(1)  Tuition  and  fees  charged  a  full¬ 
time  student  for  an  academic  year; 
and 

(2)  An  allowance  of  $150  for  books 
and  supplies. 

(b)  Costs  of  attendance  for  eligible 
students  who  are  incarcerated  and  for 
whom  less  than  one-half  of  room  and 
board  expenses  are  provided  will  be 
the  same  as  those  allowed  for  students 
who  are  not  incarcerated. 

(20  U.S.C.  1070(aXB)(iv).) 

§  190.55  Attendance  costs  for  students  at 
U.S.  Armed  Forces  academies. 

Students  enrolled  at  the  U.S.  Mili¬ 
tary  Academy  at  West  Point,  the  U.S. 
Naval  Academy,  the  U.S.  Air  Force 
Academy  or  the  U.S.  Coast  Guard 
Academy  will  be  considered  to  have  no 
cost  of  attendance. 

(20  U.S.C.  1070a(2XB)(iv).» 

Subpart  F — Determination  of  Basic  Grant 
Awards 

§  190.61  Submission  process  and  deadline 
for  student  eligibility  report. 

(a)  A  student  applies  for  a  Basic 
Grant  by  submitting  a  valid  “Student 
Eligibility  Report”  (SER)  to  his/her 
institution  or  to  the  Commissioner  if 
that  institution  is  on  the  Alternate 
Disbursement  System. 

The  SER  is  considered  valid  only  if 
all  information  used  in  the  calculation 
of  the  expected  family  contribution  is 
complete  and  accurate  when  the  appli¬ 
cation  was  signed.  Institutions  are  en¬ 
titled  to  rely  on  SER  information 
except  under  conditions  set  forth  in 
§  190.77 

(b)  To  receive  a  Basic  Grant,  a  stu¬ 
dent  who  enrolls  befor  May  1  of  an 
award  period  must  submit  the  SER  to 
his/her  institution  on  or  before  May 
31  of  each  award  period. 

A  student  who  enrolls  on  or  after 
May  1  of  an  award  period  may  submit 
the  SER  to  the  institution  on  or 
before  June  30  of  that  awrard  period. 

(c)  A  student  attending  an  institu¬ 
tion  under  the  Alternate  Disburse¬ 
ment  System  is  permitted  an  addition¬ 
al  ten  days  to  submit  the  SER  to  the 
Comissioner;  June  10  for  those  who 
enroll  on  or  before  May  1.  and  July  10 
for  those  who  enroll  after  May  1. 

(d)  A  student  who  submits  an  SER 
to  an  institution  at  the  time  he/she  is 
no  longer  enrolled  and  attending  a 
program  at  that  institution  may  not 
be  paid  a  Basic  Grant. 

(20  U.S.C.  1070a(bX2>.) 

§  190.62  Calculation  of  a  Scheduled  Basic 
Grant  at  full  funding. 

(a)  When  funds  are  available  to  sat¬ 


isfy  all  payments,  the  Commissioner 
will  pay  each  eligible  full-time  student 
for  a  complete  academic  year  a  Basic 
Grant  which  is  the  lowest  of  the  fol¬ 
lowing  calculations: 

(1)  The  difference  between  $1,800 
and  the  expected  family  contribution 
stated  on  the  applicant’s  SER; 

(2)  50  percent  of  the  applicant’s  cost 
of  attendance;  and 

(3)  The  difference  between  the  cost 
of  attendance  and  expected  family 
contribution. 

(b)  Notwithstanding  paragraph  (a) 
of  this  section,  no  payment  will  be 
made  if  the  student’s  Scheduled  Basic 
Grant  is  less  than  $200. 

(20  U.S.C.  1070a(a)(2).) 

§  190.63  Calculation  of  a  Scheduled  Basic 
Grant  at  less  than  full  funding. 

(a)  When  funds  are  not  available  to 
satisfy  all  payments,  the  Commission¬ 
er  will  pay  each  eligible  full-time  stu¬ 
dent  for  a  complete  academic  year  a 
Basic  Grant  which  is  the  lowest  of  the 
following  calculations: 

(1)  The  difference  between  $1,800 
and  the  expected  family  contribution, 
reducing  the  remainder  in  accordance 
with  section  411(b)(3)  of  the  Act; 

(2)  50  percent  of  the  applicant’s 
costs  of  attendance;  and 

(3)  The  difference  between  the  costs 
of  attendance  and  expected  family 
contribution. 

(b)  Notwithstanding  paragraph  (a) 
of  this  section,  no  payment  will  be 
made  if— 

(1)  The  student’s  award  is  less  than 
$50;  or 

(2)  When  calculated  at  full  funding, 
the  Scheduled  Basic  Grant  is  less  than 
$200.  (See  §  190.62(a).) 

(20  U.S.C.  107a(b)  (3).) 

§  190.64  Calculation  of  a  Basic  Grant  for 
a  payment  period. 

(a)  At  those  institutions  using  semes¬ 
ters,  trimesters,  quarters,  or  other  aca¬ 
demic  terms  and  measuring  progress 
by  credit  hours,  a  Basic  Grant  for 
each  payment  period  is  calculated  as 
follows: 

(1)  If  a  student  is  enrolled  in  an  eli¬ 
gible  program  which  is  at  least  a  full 
academic  year— 

(1)  Determine  the  student’s  Sched¬ 
uled  Basic  Grant  according  to  §  190.62 
(full  funding)  or  §  190.63  (less  than 
full  funding)  whichever  is  appropriate, 

(ii)  Divide  the  Scheduled  Basic 
Grant  by  the  number  of  payment  peri¬ 
ods  in  the  academic  year,  and 

(iii)  Multiply  the  result  obtained  in 
clause  (ii)  by  the  student’s  enrollment 
status.  (See  §  190.2  to  determine  en¬ 
rollment  status.) 

(2)  If  a  student  is  enrolled  in  an  eli¬ 
gible  program  which  is  LESS  than  a 
full  academic  year— 

(i)  Determine  the  student’s  Sched¬ 
uled  Basic  Grant. 
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(ii)  Divide  the  Scheduled  Basic 
Grant  by  the  number  of  payment  peri¬ 
ods. 

(iii)  Multiply  the  result  obtained  in 
clause  (ii)  by  the  student’s  enrollment 
status,  and 

(iv)  Multiply  the  result  obtained  in 
clause  (iii)  by:  the  credit  hours  in  the 
program/the  credit  hours  in  the  aca¬ 
demic  year. 

(b)  At  those  institutions  which  meas¬ 
ure  progress  by  clock  hours  or  do  not 
use  semesters,  trimesters,  quarters  or 
other  academic  terms,  a  Basic  Grant 
for  each  payment  period  is  calculated 
as  follows: 

(1)  Determine  the  the  student’s 
Scheduled  Basic  Grant;  and 

(2)  Multiply  the  Scheduled  Basic 
Grant  by:  the  credit  or  clock  hours  in 
the  payment  period/the  credit  or 
clock  hours  in  an  academic  year. 

(c)  Notwithstanding  paragraphs  (a) 
and  (b)  of  this  section,  a  student  may 
not  receive  a  Basic  Grant  if  the 
amount  which  the  student  would  re¬ 
ceive,  projected  on  the  basis  of  a  full 
academic  year,  would  be  less  than 
either  $200  at  full  funding  or  $50  at 
less  than  full  funding. 

(20  U.S.C.  1070a.) 

§  190.65  Calculation  of  Basic  Grants  for 
terms  which  span  two  award  periods. 

At  institutions  which  measure  pro¬ 
gress  by  credit  hours  and  use  semes¬ 
ters,  trimesters,  quarters  or  other  aca¬ 
demic  terms,  students  will  be  paid  for 
credit  hours  in  terms  which  span  two 
award  periods  by  the  following  proce¬ 
dure: 

(a)  Payment  for  the  credit  hours  will 
be  made  during  the  award  period  in 
which  the  term  begins  up  to  (but  not 
to  exceed)  the  student’s  Scheduled 
Basic  Grant  for  that  award  period. 

(b)  Payment  for  any  remaining  cred¬ 
its  due  the  student  will  be  made  the 
following  award  period. 

(20  D.S.C.  1070a.) 

§  190.66  Transfer  student:  attendance  at 
more  than  one  institution  during  an 
award  period. 

(a)  If  a  Basic  Grant  recipient  with¬ 
draws  from  one  institution  and  enrolls 
at  a  second  in  the  same  award  period, 
the  student  must  reapply  for  a  Basic 
Grant  to  the  second  institution,  or  to 
the  Commissioner  for  an  ADS  institu¬ 
tion.  (See  §  190.72.) 

(b)  The  second  Institution  (or  the 
Commissioner  for  ADS  schools)  calcu¬ 
lates  the  student’s  award  according  to 
§  190.64. 

(c)  The  second  institution  (or  the 
Commissioner  for  ADS  schools)  pays  a 
Basic  Grant  for  only  that  portion  of 
the  award  period  in  which  the  student 
is  enrolled  at  that  institution.  The 
grant  must  be  adjusted  to  ensure  that 
the  student  does  not  exceed  the 
Scheduled  Basic  Grant  for  that  award 
period. 
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(d)  A  transfer  student  must  repay 
any  amount  received  in  an  award 
period  which  exceeds  the  Scheduled 
Basic  Grant. 

(20  U.S.C.  1070a.) 

§  190.67  Correspondence  study. 

A  student,  enrolled  in  a  correspon¬ 
dence  study  program  will  be  paid  ac¬ 
cording  to  the  following  procedures: 

(a)  The  institution  prepares  a  writ¬ 
ten  schedule  for  submission  of  lessons 
which  must  reflect  a  work  load  of  at 
least  12  hours  of  preparation  per 
week.  This  schedule  is  used  to  deter¬ 
mine  the  length  of  the  program. 

(b)  The  student’s  Basic  Grant  for  an 
award  period  is  calculated  as  follows: 

(1)  Determine  the  Scheduled  Basic 
Grant  according  to  §§  190.62  or  190.63, 
whichever  is  appropriate,  and 

(2)  Multiply  the  Scheduled  Basic 
Grant  by  the  following  fraction:  hours 
of  preparation  in  the  award  period/ 
hours  of  preparation  in  the  academic 
year. 

(c)  The  student  will  be  paid  as  a 
half-time  student.  Therefore,  the 
maximum  award  a  student  may  re¬ 
ceive  is  the  lesser  of  (1)  one-half  of  the 
student’s  Scheduled  Basic  Grant  for 
that  award  period,  or  (2)  the  amount 
obtained  in  subparagraph  (b)(2)  of  the 
section. 

(d)  A  student  will  receive  2  equal 
payments  for  an  award  period.  The 
first  payment  will  be  made  after  the 
student  has  submitted  25  percent  of 
the  lessons  scheduled  for  the  award 
period. 

(e)  The  final  payment  will  be  made 
after  the  student  has  submitted  75 
percent  of  the  lessons  scheduled  for 
the  award  period. 

(20  U.S.C.  1070a.) 

Subpart  G — Adminiitration  of  Grant 

Payments — Regular  Disbursement  System 

§  190.71  Scope. 

This  subpart  deals  with  program  ad¬ 
ministration  by  an  institution  of 
higher  education  that  has  entered  into 
an  agreement  with  the  Commissioner 
to  calculated  and  pay  Basic  Grant 
awards. 

(20  U.S.C.  1070a.) 

§  190.72  Institutional  agreement — regular 
disbursement  system  (RDS). 

(a)  The  Commissioner  may  enter 
into  an  agreement  with  an  institution 
of  higher  education  under  which  the 
institution  will  calculate  and  pay  Basic 
Grants  to  its  students.  The  agi  eement 
will  be  on  a  standard  form  provided  by 
the  Commissioner  and  will  contain  the 
necessary  terms  to  carry  out  this  part. 

(b)  The  Commissioner  will  send  a 
payment  schedule  for  each  award 
period  to  an  institution  that  has  en¬ 
tered  into  an  agreement  under  para¬ 
graph  (a)  of  this  section. 

(20  U.S.C.  1070a.) 
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§  190.73  Termination  of  agreement— regu¬ 
lar  disbursement  system. 

(a)  Termination  by  Commissioner. 
The  Commissioner  may  terminate  the 
agreement  with  an  institution  by 
giving— 

(1)  30  days  notice;  or 

(2)  A  shorter  period  of  time  if  it  is 
necesary  to  prevent  the  likelihood  of  a 
substantial  loss  of  funds  to  the  Feder¬ 
al  government  or  to  students. 

(b)  Information  provided.  The  insti¬ 
tution  must  provide  the  following  in¬ 
formation  to  the  Commissioner  if  the 
Commissioner  terminates  the  agree¬ 
ment: 

(1) A  list  of  students  who  had  Basic 
Grant  commitments  as  of  the  date  of 
termination; 

(2)  The  amount  of  funds  paid  to 
Basic  Grant  recipients  for  the  award 
period  in  which  the  agreement  is  ter¬ 
minated; 

(3)  The  amount  due  to  each  student 
eligible  to  receive  a  Basic  Grant 
through  the  end  of  the  award  period; 
and 

(4)  An  account  of  Basic  Grant  ex¬ 
penditures  to  the  date  of  termirfation. 

(c)  Termination  by  institution.  The 
institution  may  terminate  the  agree¬ 
ment  by  giving  the  commissioner  writ¬ 
ten  notice.  The  termination  will 
become  effective  June  30  of  that 
award  period.  The  institution  must 
carry  out  the  agreement  for  the  re¬ 
mainder  of  the  award  period. 

(d)  Termination  because  of  change 
in  ovmership  which  results  in  a 
change  of  control.  The  agreement 
automatically  terminates  when  an  in¬ 
stitution  changes  ownership  which  re¬ 
sults  in  a  change  of  control.  The  Com¬ 
missioner  will  enter  into  an  agreement 
with  the  new  owner  if  the  institution 
complies  with  requirements  set  forth 
in  §  149.66  of  the  “Eligibility  Regula¬ 
tions.”  (45  CFR  149.66.) 

(e)  If  an  agreement  is  terminated, 
the  Commissioner  will  pay  an  institu¬ 
tion’s  students  ONLY  if  it  enters  into 
an  ADS  agreement.  (See  §  190.92.) 

(20  UJS.C.  1070a.) 

§  190.74  Advancement  of  funds  to  institu¬ 
tions. 

The  Commissioner  will  advance 
funds  for  each  award  period,  from 
time  to  time,  to  RDS  institutions, 
based  on  his/her  estimate  of  the  insti¬ 
tution’s  needs  for  funds  to  pay  its 
Basic  Grant  students. 

(20  U.S.C.  1070a(bX3)(A).) 

§  190.75  Determination  of  eligibility  for 
payment. 

(a)  An  institution  may  pay  a  Basic 
Grant  to  a  student  only  after  it  deter¬ 
mines  that  the  student— 

(1)  Meets  the  eligibility  require¬ 
ments  set  forth  in  section  190.4; 
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(2)  Is  enrolled  In  good  standing; 

(3)  Is  maintaining  satisfactory  pro¬ 
gress  in  his/her  course  of  study; 

(4)  Is  not  in  default  on  any  National 
Direct  Student  Loan  made  by  that  in¬ 
stitution  or  on  any  Guaranteed  Stu¬ 
dent  Loan  received  for  attendance  at 
that  institution;  and 

(5)  Does  not  owe  a  refund  on  a  Basic 
Grant,  a  Supplemental  Grant  or  a 
State  Student  Incentive  Grant  re¬ 
ceived  for  attendance  at  that  institu¬ 
tion. 

(b)  Before  making  any  payment  to 
the  student  for  an  award  period,  the 
institution  must  confirm  that  he/she 
continues  to  meet  the  criteria  set 
forth  in  paragraph  (a)  of  this  section. 
However,  if  an  eligible  student  submits 
an  SER  to  the  institution  and  becomes 
ineligible  before  receiving  a  payment, 
the  institution  must  pay  only  the 
amount  which  it  determines  could 
have  been  used  for  educational  pur¬ 
poses  before  the  student  became  ineli¬ 
gible. 

(c)  If  an  institution  determines  at 
the  beginning  of  a  payment  period 
that  a  student  is  not  maintaining  satis¬ 
factory  progress,  but  reverses  itself 
BEFORE  the  end  of  the  payment 
period,  the  institution  may  pay  a  Basic 
Grant  to  the  student  for  the  entire 
payment  period. 

(d)  If  an  institution  determines  at 
the  beginning  of  a  payment  period 
that  a  student  is  not  maintaining  satis¬ 
factory  progress,  but  reverses  itself 
AFTER  the  end  of  the  payment 
period,  the  institution  may  neither 
pay  the  student  a  Basic  Grant  for  that 
payment  period  nor  make  adjustments 
in  subsequent  Basic  Grant  payments 
to  compensate  for  the  loss  of  aid  for 
that  period. 

(e)  Conditions  under  which  students 
who  are  overpaid  grants  may  continue 
to  receive  Basic  Grants  are  as  follows: 

(1)  Overpayment  of  a  Basic  Grant 
If  a  student  is  overpaid  a  Basic  Grant 
at  an  institution,  that  institution  may 
pay  a  Basic  Grant  to  that  student  if  (i) 
the  student  is  otherwise  eligible,  and 
(ii)  the  overpayment  can  be  eliminated 
in  the  award  period  in  which  it  oc¬ 
curred  by  adjusting  the  subsequent 
Basic  Grant  payments  for  that  award 
period. 

(2)  Overpayment  of  a  Basic  Grant 
due  to  institutional  error.  In  addition 
to  the  exception  provided  in  subpara¬ 
graph  (1)  of  this  paragraph,  if  the  stu¬ 
dent  is  overpaid  a  Basic  Grant  at  an 
institution  as  a  result  of  institutional 
error,  the  institution  may  also  pay  the 
student  a  Basic  Grant  if: 

(i)  The  student  is  otherwise  eligible, 
and 

(ii)  The  student  acknowledges  in 
writing  the  amount  of  overpayment 
and  agrees  to  repay  it  in  a  reasonable 
period  of  time. 

(3)  Overpayment  on  a  Supplemental 
Grant  An  institution  may  continue  to 


pay  a  Basic  Grant  to  a  student  who  re¬ 
ceives  an  overpayment  on  a  Supple¬ 
mental  Grant  if: 

(i)  The  student  is  otherwise  eligible, 
and 

(ii)  An  adjustment  in  subsequent  fi¬ 
nancial  aid  payments  (other  than 
Basic  Grants)  eliminates  the  overpay¬ 
ment  in  the  same  award  period  in 
which  it  occurred. 

(f)  An  institution,  in  determining 
whether  a  student  is  in  default  on  a 
loan  made  under  the  Guaranteed  Stu¬ 
dent  Loan  Program,  may  rely  upon 
the  student’s  written  statement  that 
he/she  is  not  in  default  unless  the  in¬ 
stitution  has  information  to  the  con¬ 
trary. 

(g)  Conditions  under  which  students 
who  are  in  default  on  loans  may  re¬ 
ceive  Basic  Grants  are  as  follows: 

(1)  Guaranteed  Student  Loan.  A  stu¬ 
dent,  who  is  in  default,  may  be  paid  a 
Basic  Grant  if  the  Commissioner  (for 
federally  insured  loans)  or  a  guarantee 
agency  (for  a  loan  insured  by  that 
guarantee  agency)  determines  that  the 
student  has  made  satisfactory  arrange¬ 
ments  to  repay  the  defaulted  loan. 

(2)  National  Direct  Student  Loan. 
An  institution  may  pay  a  Basic  Grant 
to  a  student  in  default  on  a  National 
Direct  Student  Loan  made  at  that  in¬ 
stitution,  if  the  student  has  made  ar¬ 
rangements,  satisfactory  to  the  insti¬ 
tution,  to  repay  the  loan. 

(h)  For  purposes  of  this  partr- 

(1)  Overpayment  of  a  grant  means 
that  a  student  received  payment  of  a 
grant  greater  than  the  amount  he/she 
was  entitled  to  receive; 

(2)  Supplemental  Grant  is  a  grant 
authorized  under  Title  IV-A-2  of  the 
HEA; 

(3)  State  Student  Incentive  Grant  is 
a  grant  authorized  under  Title  IV-A-3 
of  the  HEA; 

(4)  National  Direct  Student  Loan  is  a 
loan  made  under  Title  IV-E  of  the 
HEA,  and 

(5)  Guaranteed  Student  Loan  is  a 
loan  made  under  Title  IV -B  of  the 
HEA. 

(20  D.S.C.  1070a,  20  U.S.C.  1070b  et  seq,  20 
U.S.C.  1087aa  et  seq,  20  U.S.C.  1071  et  seq, 
and  20  U.S.C.  1088b.) 

§  190.76  Frequency  of  payment 

(a)  For  each  payment  period,  an  in¬ 
stitution  may  pay  a  student  at  such 
times  and  in  such  installments  as  it  de¬ 
termines  will  best  meet  the  student’s 
needs. 

(b)  Only  one  payment  is  required  if 
a  portion  of  an  academic  year  occur¬ 
ring  within  one  award  period  is  less 
than  three  months. 

(c)  Funds  due  a  student  for  any  com¬ 
pleted  period  may  be  paid  in  one  lump 
sum.  The  student’s  enrollment  status 
will  be  determined  according  to  work 
already  completed. 

(20  U.8.C.  1070a.) 


§  190.77  Verification  of  information  on 
the  SER — withholding  of  payments. 

(a)  The  Commissioner  may  request 
that  a  student  verify  the  information 
submitted  on  the  application  and  in¬ 
cluded  on  the  SER,  and  may  request 
an  institution  to  withhold  payment  of 
a  student’s  grant. 

(b)  If  an  institution  believes  that 
any  information  on  the  SER  used  in 
calculating  the  student’s  expected 
family  contribution  is  inaccurate,  or  if 
the  application  is  chosen  by  the  Com¬ 
missioner  for  verification,  the  institu¬ 
tion  must  request  verification  from 
the  student. 

(c)  If  an  institution  can  document  in¬ 
accuracies  in  the  information  used  to 
calculate  the  student’s  expected 
family  contribution  on  the  SER,  it 
may  not  pay  a  Basic  Grant  for  any 
award  period  until  the  student  cor¬ 
rects  the  error  or  verifies  the  data. 

(d)  If  an  institution  cannot  docu¬ 
ment  that  inaccuracies  exist  on  the 
SER,  it  may  not  withhold  payments 
unless  authorized  by  the  Commission¬ 
er. 

(e)  A  student  corrects  an  SER  by— 

(1)  Providing  accurate  information 
on  the  SER; 

(2)  Getting  the  appropriate  signa¬ 
tures  on  the  SER;  and 

(3)  Re-submitting  the  SER  to  the 
Commissioner. 

(f)  (1)  If  a  student  makes  a  correc¬ 
tion  which  results  in  a  change  in  his/ 
her  expected  family  contribution,  the 
institution  must  recalculate  the  stu¬ 
dent’s  award  based  on  the  verified 
SER  and  any  overpayment  must  be 
repaid  by  the  student. 

(2)  If  the  documentation  requested 
by  the  institution  under  this  section 
does  not  verify  the  information  of  the 
SER,  or  if  the  student  does  not  correct 
the  SER,  the  institution  must  forward 
the  student’s  name,  social  security 
number  and  other  relevant  informa¬ 
tion  to  the  Commissioner. 

(g)  When  notified  by  an  institution 
under  paragraph  (f)(2)  of  this  section, 
the  Commissioner  will  determine 
whether  to— 

(1)  Request  additional  information 
from  the  student;  or 

(2)  Pay  the  student’s  Basic  Grant  on 
the  basis  of  the  SER. 

(h)  (1)  If  the  Commissioner  requests 
documentation,  the  student  must 
comply  within  a  time  period  set  by  the 
Commissioner. 

(2)  If  the  student  provides  the  re¬ 
quested  documentation  on  time,  he/ 
she  will  be  eligible  for  Basic  Grant 
payments  based  upon  the  verified 
SER.  If  the  verified  SER  is  submitted 
to  the  institution  after  the  appropri¬ 
ate  deadline  (§  190.61)  the  student  may 
be  paid  only  up  to  the  amount  with¬ 
held,  because  of  the  verification  proc¬ 
ess. 

(3)  If  the  student  does  not  provide 
the  requested  documentation  within 
the  established  time  period— 
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(i)  The  student  will  forfeit  the  Basic 
Grant  for  that  award  period, 

(ii)  Any  grant  payments  received 
must  be  returned  to  the  Commission¬ 
er,  and 

(iii)  No  further  Basic  Grant  applica¬ 
tions  will  be  processed  for  that  student 
until  documentation  has  been  pro¬ 
vided  or  the  Commissioner  decides 
there  is  no  longer  need  for  documenta¬ 
tion. 

(4)  If  the  student  provides  the  docu¬ 
mentation  AFTER  the  established 
time  period— 

(1)  The  student  will  not  be  eligible 
for  any  further  Basic  Grant  payments 
for  that  period, 

(ii)  Any  overpayments  must  be 
repaid  by  the  student  to  the  institu¬ 
tion,  and 

(iii)  The  studeht  may  keep  any  Basic 
Grant  payments  he/she  is  entitled  to. 

(20  U.S.C.  1070a.) 

§  190.78  Method  of  disbursement — by 
check  or  credit  to  student’s  account. 

(a)  A  student  may  be  paid  either  by 
check  or  be  crediting  his/her  account 
with  the  institution.  The  institution 
must  notify  the  student  how  he/she 
will  be  paid. 

(b)  (1)  No  payment  may  be  made  to 
a  student  for  a  payment  period  until 
the  student  is  registered  for  that 
period. 

(2)  The  earliest  a  direct  payment 
may  be  made  to  a  student  is  10  days 
before  the  first  day  of  classes  of  a  pay¬ 
ment  period. 

(3)  The  earliest  a  payment  can  be 
credited  is  3  weeks  before  the  first  day 
of  classes  of  a  payment  period. 

(c)  (1)  If  an  institution  credits  a  stu¬ 
dent's  account,  it  must— 

(1)  Prepare  a  written  schedule  of  the 
time  and  amount  of  each  payment, 

(ii)  Get  the  student’s  signature  on 
the  schedule,  and 

(iii)  Give  a  copy  of  the  signed  sched¬ 
ule  to  the  student  and  keep  a  signed 
copy  for  its  own  records. 

(2)  Notwithstanding  subparagraph 

(1)  of  this  paragraph,  if  the  institution 
prepares  a  schedule  which  a  student 
refuses  to  sign,  it  still  may  pay  the  stu¬ 
dent  if  it  retains  the  schedule  with  a 
notation  that  the  student  refused  to 
sign. 

(d)  If  a  student  has  been  paid  and 
withdraws  from  the  institution,  offi¬ 
cially  or  unofficially,  or  is  expelled 
before  the  first  day  of  classes,  the  in¬ 
stitution  must  return  to  the  Basic 
Grant  account  all  funds  paid. 

(e)  (1)  If  an  institution  pays  directly, 
it  must  notify  the  student  when  the 
Basic  Grant  awards  will  be  paid. 

(2)  If  a  student  does  not  pick  up  the 
check  on  time,  the  institution  must 
keep  that  check  15  days  after  the  last 
date  of  the  student’s  enrollment  for 
that  award  period. 

(3)  If  the  student  has  not  picked  up 
the  check  at  the  end  of  the  15  day 


period,  the  institution  may  credit  the 
student’s  account  for  any  amount 
owed  to  it  for  the  award  period. . 

(4)  A  student  forfeits  the  right  to  re¬ 
ceive  any  remaining  Basic  Grant  pay¬ 
ment  if  he/she  has  not  picked  up  the 
check  within  the  specified  period  of 
time. 

(5)  Notwithstanding  subparagraph 

(4)  of  this  paragraph,  the  institution 
may,  if  it  chooses,  pay  a  student  who 
did  not  pick  up  the  check,  through  the 
next  payment  period. 

(20  U.S.C.  1070a.) 

§  190.79  Affidavit  of  educational  purpose. 

No  Basic  Grant  may  be  paid  unless 
the  student  has  filed  a  notarized  affi¬ 
davit  with  the  institution  he/she  at¬ 
tends  which— 

(a)  Is  on  a  form  approved  by  the 
Commissioner; 

(b)  States  that  the  grant  money  will 
be  used  solely  for  educational  ex¬ 
penses  at  the  institution;  and 

(c)  Is  notarized  by  someone  who 
does  not  recruit  students  for  the  insti¬ 
tution. 

(20  U.S.C.  1088g.) 

§  190.80  Recovery  of  overpayments. 

(a)  An  institution  is  liable  for  an 
overpayment  to  a  student  if  the  regu¬ 
lations  indicate  that  the  payment 
should  not  have  been  made  and  the  in¬ 
stitution  cannot  collect  the  overpay¬ 
ment. 

(b)  If  an  institution  makes  an  over¬ 
payment  for  which  it  is  not  liable,  it 
must  help  the  Commissioner  recover 
the  overpayment  by— 

(1)  Making  a  reasonable  effort  to 
contact  the  student  and  recover  the 
overpayment;  and,  if  unsuccessful, 

(2)  Notifying  the  Commissioner  of 
its  attempt  to  recover  the  overpay¬ 
ment,  and  providing  the  Commissioner 
with  the  student’s  name,  social  securi¬ 
ty  number,  amount  of  overpayment 
and  other  relevant  information. 

(20  U.S.C.  1070a.) 

§  190.81  Recalculation  of  a  Basic  Grant 
award. 

(a)  Change  in  expected  family  con¬ 
tribution.  (1)  If  the  student’s  expected 
family  contribution  changes  the  insti¬ 
tution  must  recalculate  the  Basic 
Grant  Award. 

(2)  If  the  expected  family  contribu¬ 
tion  is  recalculated  because  of— 

(i)  A  clerical  or  arithmetic  error 
under  §  190.15,  or 

(ii)  Extraordinary  circumstances 
which  affect  the  expected  family  con¬ 
tribution  under  §§  190.39  and  190.48, 
the  award  is  adjusted  and  the  institu¬ 
tion  pays  the  student  what  he/she  is 
entitled  to  for  the  award  period. 

(3)  If  a  student’s  expected  family 
contribution  is  recalcuated  because  of 
a  correction  of  the  information  re¬ 


quested  under  §§  190.12  or  190.77,  the 
student’s  Basic  Grant  for  the  award 
period  must  be  adjusted.  Where  possi¬ 
ble,  the  adjustment  must  be  made 
within  the  same  award  period.  If  the 
recalculation  takes  place  in  a  subse¬ 
quent  award  period,  the  student  will 
be  eligible  to  receive  payment  unless 
prohibited  under  the  provisions  of 
S  190.77(h)  and  will  be  required  to 
return  any  overpayment  at  the  time  of 
recalculation. 

(b)  Change  in  enrollment  status.  If 
an  institution  decides  that  a  student’s 
enrollment  status  has  changed  during 
a  payment  period,  it  may  (but  is  not 
required  to)  establish  a  policy  under 
which  the  student’s  enrollment  status 
may  be  recalculated.  If  such  a  policy  is 
established,  it  must  apply  to  all  stu¬ 
dents.  If  a  student’s  award  is  recalcu¬ 
lated,  the  institution  determines  the 
total  amount  the  student  is  entitled  to 
for  the  entire  payment  period  by 
taking  into  account— 

(1)  The  portion  of  the  payment 
period  at  the  original  enrollment 
status; 

(2)  The  portion  of  the  payment 
period  at  the  new  enrollment  status; 
and 

(3)  Any  change  in  the  student's  costs 
of  attendance. 

(20  UJS.C.  1070a.) 

§  190.82  Fiscal  control  and  fund  account¬ 
ing  procedures.  v 

(a)  An  institution  must  deposit  all 
Federal  funds  it  receives  under  the 
Basic  Grant,  Supplemental  Grant, 
College  Work-Study  and  National 
Direct  Student  Loan  programs  in  an 
account  which  includes  only  those 
funds.  This  account  is  subject  to  audit 
by  the  Commissioner. 

(b)  Funds  received  by  an  institution 
under  this  part  are  held  in  trust  for 
the  intended  student  beneficiaries  and 
may  not  be  used  or  hypothecated  for 
any  other  purpose. 

(20  U.S.C.  1070a.) 

§  190.83  Maintenance  and  retention  of  rec¬ 
ords. 

(а)  Each  institution  must  maintain 
adequate  records  which  include— 

(1)  The  eligibility  of  all  enrolled  stu¬ 
dents  who  have  applied  for  Basic 
Grants; 

(2)  The  name,  social  security 
number  and  amount  paid  to  each  re¬ 
cipient; 

(3)  The  amount  and  date  of  each 
payment; 

(4)  The  amount  and  date  of  any 
overpayment  that  has  been  restored  to 
the  program  account; 

(5)  The  “Student  Eligibility  Report” 
for  each  student; 

(б)  The  student's  cost  of  attendance; 

(7)  How  the  student’s  full  or  part- 

time  enrollment  status  was  deter¬ 
mined;  and 
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(8)  The  student’s  enrollment  period. 

(b)  The  records  listed  in  paragraph 

(a)  will  be  available  for  inspection  by 
the  Commissioner’s  authorized  repre¬ 
sentative  at  any  reasonable  time  in  the 
institution’s  offices.  Records  will  be 
kept  for  five  years  after  the  institution 
submits  an  accounting  of  each  award 
period’s  funds  to  the  Commissioner. 

(c)  The  records  involved  in  any  claim 
or  expenditure  questioned  by  Federal 
audit  will  be  retained  until  resolution 
of  any  audit  questions. 

(d)  An  institution  may  substitute  mi¬ 
crofilm  copies  in  lieu  of  original  rec¬ 
ords  in  meeting  the  requirements  of 
this  section. 

(20  U.S.C.  1070a.) 

§  190.84  Submission  of  reports. 

The  institution  will  submit  the  re¬ 
ports  and  information  the  Commis¬ 
sioner  requires  in  connection  with  the 
funds  advanced  to  it  in  accordance 
with  §  190.74.  The  institution  will 
comply  with  the  procedures  the  Com¬ 
missioner  may  find  necessary  to 
ensure  that  the  reports  are  correct. 

(20  U.S.C.  1070a.) 

§  190.85  Audit  and  examination. 

(a)  Federal  audits.  The  Secretary, 
the  Comptroller  General  of  the 
United  States  or  their  duly  authorized 
representatives,  will  have  access  to  the 
records  specified  in  §§  190.82  and 
190.83  and  to  any  other  pertinent 
books,  documents,  papers  and  records. 

(b)  Non-Federal  audits.  All  Basic 
Grant  Program  transactions  will  be 
audited  by  the  institution  or  at  the  in¬ 
stitution’s  direction  to  determine  at  a 

minimum — 

(1)  The  fiscal  integrity  of  financial 
transactions  and  reports;  and 

(2)  If  such  transactions  are  in  com¬ 
pliance  with  the  applicable  laws  and 
regulations.  Such  audits  will  be  per- 
formed  in  accordance  with  HEW's 
“Audit  Guide”  for  student  financial 
aid  programs.  The  audit  will  be  sched¬ 
uled  annually  or,  at  least  once  every 
two  years,  depending  on  the  size  and 
complexity  of  the  program. 

(c)  Audit  reports  will  be  submitted 
for  review  to  the  institution’s  local  re¬ 
gional  office  of  HEW’s  Audit  Agency. 
The  Audit  Agency  and  the  Commis¬ 
sioner  will  also  be  given  access  to  rec¬ 
ords  or  other  documents  necessary  to 
the  audit’s  review. 

(20  U.S.C.  1070a.) 

Subport  H — Administration  of  Grant 

Payments — Alternate  Disbursement  System 

§  190.91  Scope. 

This  subpart  deals  with  program  ad¬ 
ministration  by  an  institution  of 
higher  education  under  the  Alternate 
Disbursement  System  (ADS).  Under 
the  ADS,  the  Commissioner  calculates 
and  pays  the  Basic  Grant  funds. 

(20  UJS.C.  1070a.) 


§  190.92  InstitntioMd  agreement — Alter¬ 

nate  Disbursement  System  (ADS). 

Under  ADS,  the  Commissioner  will 
calculate  and  pay  Basic  Grant  Awards 
to  students  enrolled  in  institutions 
which  have  entered  into  agreements  to 
carry  out  this  subpart,  including— 

(a)  The  completion  of  OE  Form  304 
for  each  eligible  student,  as  specified 
in  §  190.94;  and 

(b)  The  maintenance  and  retention 
of  records  as  specified  in  $  190.96. 

(20  U.S.C.  1070a.) 

§  190.93  Change  in  ownership  and  change 
to  the  Regular  Disbursement  System 
(RDS). 

(a)  Change  to  RDS.  The  Commis¬ 
sioner  may  enter  into  an  agreement 
with  an  ADS  institution  which  wishes 
to  participate  in  the  program  under 
the  Regular  Disbursement  System. 
However,  the  agreement  will  go  into 
effect  July  1  of  the  succeeding  award 
period. 

(b)  Termination  because  of  change 
in  oumership  that  results  in  a  change 
in  control  The  agreement  terminates 
when  an  institution  changes  owner¬ 
ship  that  results  in  a  change  in  con¬ 
trol.  The  Commissioner  may  enter 
into  an  agreement  with  the  new  owner 
if  the  institution  complies  with  the  re¬ 
quirements  set  forth  in  §  149.66  of  the 
“Eligibility  Regulations,”  (45  CFR 
149.66). 

(20  UJS.C.  1070a.) 

§  190.94  Calculation  and  disbursement  of 
awards  by  the  Commissioner  of  Educa¬ 
tion. 

(a)  An  eligible  student  enrolled  in  an 
institution  participating  in  the  Basic 
Grant  Program  under  the  ADS  applies 
to  the  Commissioner  for  a  Basic  Grant 
according  to  the  following  procedures: 

(1)  The  student  submits  an  SER  to 
his/her  institution  and  obtains  an  OE 
Form  304  from  the  institution; 

(2)  The  student  completes  the  OE 
Form  304,  including  the  affidavit  of 
educational  purposes  as  described 
under  $  190.79,  and  submits  it  to  the 
institution; 

(3)  On  the  OE  Form  304  the  institu¬ 
tion  certifies  that  the  student— 

(i)  Meets  eligibility  requirements  of 
$  190.4, 

(ii)  Is  maintaining  satisfactory  pro¬ 
gress  in  his/her  course  of  study, 

(iii)  Does  not  owe  a  refund  on  grants 
received  for  attendance  at  that  institu¬ 
tion  under  the  Basic  Grant,  the  Sup¬ 
plemental  Educational  Opportunity 
Grant,  or  the  State  Student  Incentive 
Grant  Programs,  and 

(iv)  Is  not  in  default  on  any  National 
Direct  Student  Loan  made  by  the  in¬ 
stitution  or  on  any  Guaranteed  Stu¬ 
dent  Loan  received  for  attendance  at 
that  institution.  (In  determining 


whether  a  student  is  in  default  on  a 
GSL,  the  institution  may  rely  on  a 
written  statement  provided  by  the  stu¬ 
dent  unless  the  institution  has  infor¬ 
mation  to  the  contrary),  and 

(4)  The  institution  returns  the  SER 
and  OE  Form  304  to  the  student,  who 
then  submits  these  documents  to  the 
Commissioner. 

(b)  If  an  institution  believes  that  the 
information  on  an  SER  may  be  in 
error,  the  institution  must  notify  the 
student  and  request  documentation  or 
correction.  Any  case  not  resolved  by 
the  institution  should  be  reported  to 
the  Commissioner. 

(c)  The  Commissioner  will  calculate 
a  student’s  award  in  accordance  with 
Subpart  F  of  this  part  and  will  pay  the 
student  once  every  payment  period. 

(20  U.S.C.  1070a.) 

§  190.95  Termination  of  enrollment  and 
refund. 

(a)  The  institution  must  inform  the 
Commissioner  of  the  date  on  which  a 
student  officially  or  unofficially  with¬ 
draws  or  is  expelled  during  a  payment 
period  for  which  that  student  was 
paid. 

(b)  A  student  who  officially  or  unof¬ 
ficially  withdraws  or  is  expelled  from 
an  institution  before  completion  of  50 
percent  of  a  payment  period  for  which 
he/she  has  been  paid,  will  refund  a 
prorated  portion  of  the  payment  as  de¬ 
termined  by  the  Commissioner. 

(20  UJS.C.  1070a.) 

§  190.96  Maintenance  and  retention  of  rec¬ 
ords. 

(a)  An  institution  under  the  ADS 
must  establish  and  maintain— 

(1)  Records  relating  to  each  Basic 
Grant  recipient’s  enrollment  status, 
and  attendance  costs  at  the  institu¬ 
tion;  and 

(2)  Records  showing  when  each  re¬ 
cipient  was  enrolled.  These  records 
must  be  available  at  the  geographic  lo¬ 
cation  where  the  student  will  receive 
his/her  degree  or  certificate  of  course 
completion,  and  must  be  kept  for  five 
years  following  a  recipient’s  last  date 
of  enrollment. 

(b)  The  institution  will  make  availa¬ 
ble  to  the  Commissioner,  the  Secre¬ 
tary  of  the  Department  of  Health, 
Education  and  Welfare,  the  Comptrol¬ 
ler  General  of  the  United  States,  and 
their  authorized  representatives,  perti¬ 
nent  books,  documents,  papers  and 
records  for  audit  and  examination 
during  the  five  year  retention  period. 

(c)  An  institution  may  substitute  mi¬ 
crofilm  copies  in  lieu  of  original  rec¬ 
ords  in  meeting  the  requirements  of 
this  section. 

(20  UJS.C.  1070a.) 
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